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I.     STUDY  BACKGROUND  AND  APPROACH 
This  report  presents  the  results  of  our  study  at  50  selected  hospitals  to 
estimate  the  cost  to  hospitals  of  implementing  the  System  for  Hospital  Uniform 
Reporting  (SHUR).     This  study  addressed  two  financial  impacts  of  SHUR  on 
hospitals:     1)  the  incremental  expenditures  expected  to  be  directly 
attributable  to  SHUR;   and  2)  the  Medicare  reimbursement  changes  due  to  SHUR's 
requirements  of  functional  reporting  and  direct  costing. 

This  first  chapter  describes  the  study  methodology,  which  is  essential  to  the 
reader's  understanding  of  the  scope,  key  assumptions  and  results  of  the 
study.     The  remaining  chapters  contain  a  summary  of  the  study  results  and 
other  detailed  analytical  data. 

A.  BACKGROUND 

The  Health  Care  Financing  Administration  (HCFA)  contracted  with  Morris,  Davis 
&  Company  for  this  work  which  was  performed  during  the  period  October  1,  1978 
to  April  13,  1979  in  three  phases:     1)  development  of  the  study  methodology; 
2)  conduct  of  the  field  work;  and  3)  preparation  of  this  report.     A  fourth 
phase,  preparation  of  an  implementation  guide,  is  scheduled  to  begin  after 
issuance  of  this  report. 

Early  in  the  project,  the  initial  study  methodology  was  reviewed  with 
representatives  of  American  Hospital  Associations  (AHA),     Hospital  Financial 
Management  Association  (HFMA),  and  Blue  Cross  Association  (BCA).    With  the 
exception  of  one  request  made  by  AHA,  their  suggestions  were  incorporated. 
This  request  involved  an  additional  process  to  compare  the  study  estimates 
with  actual  SHUR  implementation  costs  in  hospitals.     Since  the  scope  of  the 


2 


contract  did  not  include  a  verification  phase,  the  request  was  referred  to 
HCFA.     HCFA  then  invited  AHA  to  specify  its  proposed  verification  approach. 
To  our  knowledge,  such  a  proposal  was  not  presented  to  HCFA. 

The  scope  of  the  study  called  for  50  hospitals  providing  services  under  the 
Title  XVIII  (Medicare  Program)  to  voluntarily  participate  in  this  study. 
HCFA,  in  conjunction  with  AHA,  determined  both  the  number  of  hospitals  and  the 
specific  institutions  to  be  included  in  the  study  groups.    Morris,  Davis  and 
Company  made  no  inferences  beyond  the  50  study  hospitals. 

The  initial  set  of  study  hospitals  was  randomly  selected  by  HCFA  and  reviewed 
by  AHA.     AHA  requested  that  a  second  sample  be  compiled  and  stratified  by  bed 
size.     This  sample  was  to  include  more  hospitals  from  urban  areas  with  larger 
bed  sizes  and  thus  lessen  the  number  of  small,  rural  hospitals  found  in  the 
first  group.     A  second  study  group  which  contained  an  equal  number  of 
hospitals  in  five  bed  size  categories  was  compiled  by  HCFA.     Exhibits  I  and 
II,  following  this  page,  show  all  of  the  candidate  hospitals  in  their  bed  size 
groupings.     Exhibit  II  is  the  list  of  50  backup  hospitals  used  in  the  event  a 
hospital(s)  in  the  first  group  (Exhibit  I)  declined  to  participate.     Those  50 
hospitals  ultimately  participating  in  the  study  are  shown  in  Exhibit  III. 
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EXHIBIT  I 

FIRST  FIFTY  SHUR  STUDY  HOSPITAL  CANDIDATES 


No . 

Provider 
Number 

Number 

of  Beds*Hospital  Name 

City /State 

1 

O  o  ai  on 

330109 

58 

T'i  ivpHn    Mp  m  Hnon 

1U  ACUU     1 1C  til     1 1U  o  L/ 

Tuxedo  Park,  New  York 

z 

Z4U143 

34 

liauiof  u     lluu  1/ 

Madison,  Minnesota 

9 
J 

1 / uuzt 

60 

Rpnnhl  i  p   Co  JToqi-* 

L/U  U  JL  JL  Vp-      \j\J      L  iv  O  L/ 

T3 ^  1  1  aim   1   I  e»        X£  on  a  a  Q 
DG  llcVll  1c  y  NdUbdo 

A 

9  9^ 

Z  JU 

49 

U\Z  1-1.   -L      1 1                         IIUO  U 

oerrien  veneer  •  nxemgan 

c 

J 

/i  onni  q 
4-yuuiy 

44 

fliil  nPDpr  Mpm  Ho*?D 

L>uipeper,  Virginia 

A 

1 OU 1UO 

26 

Clinton  Co  Waf  Mpm  Hosd 

Albany,  Kentucky 

1 

a  o  n  m  r 
4ZUU / 5 

40 

FrlcrpfiplH    fn   14  n  q  n 

IjUgC  L  1  C  1  U                11  vJ  O  L» 

<->  /-v     t  ^.1/4         O /~» ii f-  Vt     iO  o     /"\  lino 

Cingerieiu,  ooutn  taroiina 

o 
o 

n^nn9  ^ 

37 
j  / 

Pn  on pptq    Mptti  Hncn 
nuiiccL  o    i icm  noop 

Rocky  Ford,  Colorado 

Q 

y 

9  onn9  n 
zyuuzu 

1  9 

Mvp    (,pn  UAon 
viy  c   Vjc  li   nu  o  p 

Tonopah ,  Nevada 

i  n 

1U 

Z  /000 1 

j  \j 

no  iy  r  anil  iy  nosp 

St  Ignatius,  Montana 

11 

330150 

T^£j>f~V»OoH  O       O  Arn  TTi      T-J  /~4  O 

DcLilcbQa    OCJ1UII1  tlObp 

TT                —  T  1            TkT  _           IT  _  _  _  1  _ 

Home  11,  New  York 

1  9 
1Z 

j jUjjD 

1  it 

riassapequa  ijen  nosp 

Searord,  New  York 

1  J 

O  A  rtrt  A  1 

240041 

1  C\L 

TJ  T   IT  A        171          T.7       TJ  /^»  O  1^ 

i\iveirVjj.ew  nosp 

Crookston,  Minnesota 

1  A 

i  cai  no 

150108 

80 

r  l   way  lie   d  l  a  l  c  no  op  ot  iraining 

Ft  Wayne,  Indiana 

1  c 

15 

Z10030 

an 
ou 

jxGnc.  ot  ^iiccn  Anne  fa  nosp 

Chestertown,  Maryland 

i  a 
lb 

ni  nnto 

uioooy 

74 

Ddr ijuur  v^o  nosp 

Eufaula,  Alabama 

1  / 

A  c  A£  o  o 
450bz J 

65 

V^nm  ti    Co  HoQn 

J7C1L111JL11     VJ  KJ      LLKJ  O  p 

Bonham,  Texas 

1  ft 
1  o 

UjUZU / 

1  14 

r  l  cuioiL  l    no  fa  p 

Yuba  City,  California 

1  Q 

iy 

050Z lb 

1  1  Q 

noirnxiigs iuc  nosp 

Los  Angeles,  California 

/■  ^n  ^  i  /■ 
4  jU D 14 

99 

Mi  H     Tp  f  f  pt*q  on    Co   T-J o q  n 

I11U      JC11CL  OUll      vU     I1UO  p 

Nederiand,  lexas 

9nnn9A 

ZUUU  J1* 

?33 
ljj 

St  Marys  Gen  Hpsp 

Lewis  ton,  Maine 

99 

9  Qn 9  17 

J  yu  z  i  / 

1  58 
1  J  o 

Henry  C.  Frick  Comm  Hosp 

Mt  Pleasant,  Pennsylvania 

o  9 

Z  J 

1  A  AAZ  O 

140068 

1 7n 

1  /  u 

Roseland  Comm  Hosp 

Chicago,  Illinois 

Z4 

360iy4 

i  on 

loU 

Gallon  Comm  Hosp 

Galion,  Ohio 

25 

210037 

1  A  c 

lbb 

Memorial  Hosp 

Easton,  Maryland 

26 

1 10069 

1  68 
1  oo 

Houston  Co  Hosp 

Warner  Robins,  Georgia 

27 

050477 

9"*  n 

Z  J  u 

Midway  Hosp 

Los  Angeles,  California 

9  Q 
Zo 

U50bUy 

91  Q 

Z  1  7 

Canyon  General  Hosp 

Anaheim,  California 

zy 

O  £  A  1  T  Q 

zb017o 

1  84 

1 0  H 

Mid-West  Columbia  Regional  Hosp  Columbia,  Missouri 

^n 

n  ^n  i 1  a 
u ju lib 

1  91 
i  j  i 

Northridge  Hosp 

Northridge,  California 

Jl 

O  9  A  1  (1£ 

ZZUlUb 

253 

Melrose-Wakefield  Hosp 

Melrose,  Massachusetts 

JZ 

9  onnno 

369 

St  Vincent  Health  Center 

Erie,  Pennsylvania 

i S009  5 

1  JUui J 

384 

Melborn  Mem  Hosp 

Evansville,  Indiana 

34 

J  iUUJJ 

250 

Sheboygan  Mem  Hosp 

Sheboygan,  Wisconsin 

J  J 

i anno  9 
i ouuy  j 

275 

Hopkins  Co  Hosp 

Madisonville ,  Kentucky 

36 

JO 

A9nnftft 

?88 
oo 

Orangeburg  Regional  Hosp 

Orangeburg,  South  Carolina 

9  7 
J  / 

n  i  n  i  iq 
U1U1 jy 

9An 
jbu 

Brookwood  Hosp 

Birmingham,  Alabama 

■30 
JO 

a  cn O AO 
U5U JUZ 

9  09 

z  yz 

Mills  Mem  Hosp 

San  Mateo,  California 

o  a 

39 

O  O  A  O  C  A 

330250 

9  £  9 

J5  j 

Champlain  Valley  Physicians 

Hosp 

Plattsburgh,  New  York 

40 

410005 

450 

St  Josephs  Hosp 

Providence,  Rhode  Island 

41 

010104 

A  AA 

490 

Baptist  Med  Center  (Montclair) 

Birmingham,  Alabama 

42 

100017 

JO  J 

Halifax  District  Hosp 

Daytona  Beach,  Florida 

43 

150017 

478 

Lutheran  Hosp 

Ft  Wayne,  Indiana 

44 

1  A  A  1  A  1 

J4U141 

419 

New  Hanover  Mem  Hosp 

Wilmington,  North  Carolina 

45 

330306 

288 

Lutheran  Medical  Center 

Brooklyn,  New  York 

46 

230038 

487 

Butterworth  Hosp 

Grand  Rapids,  Michigan 

47 

200009 

493 

Maine  Medical  Center 

Portland,  Maine 

48 

310075 

501 

Monmouth  Medical  Center 

Long  Branch,  New  Jersey 

49 

330120 

711 

St  Lukes  Hosp  Center 

New  York,  New  York 

50 

390142 

813 

Albert  Einstein  Medical  Center 

Philadelphia,  Pennsylvania 

*Medicare  certified  beds  on  HCFA  computer  file  as  of  10/23/78 
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EXHIBIT  II 

BACKUP  FIFTY  SHUR  STUDY  HOSPITAL  CANDIDATES 


Provider  Number 


NO  . 

Numb  e  r 

of  Beds*Hospital  Name 

ui ty / bt ate 

i 

1 

140097 

40 

Hoopeston  Comm  Mem  Hosp 

TT                                                      T"li*    *   

Hoopeston,  Illinois 

Z 

J:>0043 

24 

Golden  Valley  Co  Hosp 

Ti         ^   1_            »T            .   1                    1  . 

Beach,  North  Dakota 

3 

260171 

44 

St  Louis  State  Hosp 

St  Louis,  Missouri 

4 

180063 

C  1 

Knox  Co  Hosp 

Barbourville ,  Kentucky 

c 

J 

i nnn  o i 
100081 

C  A 

Walton  Co  Hosp 

De  Funiak  Springs ,  Florida 

0 

450327 

43 

Shamrock  Gen  Hosp 

Shamrock,  Texas 

7 

450070 

37 

Gilmer  Hosp 

Gilmer,  Texas 

Q 
0 

A  c:  a  ore 

1  A 

Sierra  Valley  District  Hosp 

Loyalton,  California 

9 

050610 

o  o 
Zo 

Alondra  Comm  Hosp 

Bellf lower,  California 

1U 

/,/,ni  z: n 

44uioy 

R  0 

jZ 

Medicenter  Hosp 

Jackson,  Tennessee 

1 1 

o  aao i q 

7  A 
/  4 

Grove  City  Hosp 

Gorve  City,  Pennsylvania 

1  9 
1Z 

1  ouuyy 

7  Q 

/  y 

Grape  Comm  Hosp 

Hamburg,  Iowa 

1  9 

■r  9  0.0.71 

JZUU / 1 

1JU 

Ft  Atkinson  Mem  Hosp 

r  t.  Ativxrisoii  j  wis  cons  m 

14 

9     1 i c 

JOU 1 1 J 

7  A 
/  4 

Bedford  Municipal  Hosp 

Bedrord,  Uhio 

1  J 

4DUIOZ 

A  A 

Goodall  Witcher  Hosp  Foundation 

^*  1  t  t-#-/t.tt          rF  r\  ~\r  T  t-1 

silicon,  iexas 

1  A 
10 

1  Oaa  1  c: 

iyuuir> 

1  ZD 

Seventh  Ward  Gen  Hosp 

Hammond,  Louisiana 

1  / 

9/.  aao  q 

J4uuy y 

19  9 

1Z  J 

Roanoke  Chowan  Hosp 

Ahoskie,  North  Carolina 

1  Q 

UDU-ioZ 

7  9 

Shasta  Gen  Hosp 

Redding,  California 

i  a 

19 

1  AAA/.  O 

100042 

1  o  /. 

1Z4 

Doctors  Hosp  or  Hollywood 

Hollywood,  Florida 

ZU 

O  /,  A  A  1  A 

Z4uuiy 

1  1  o 

1  lo 

Miller  Dwan  Hosp  &  Medical  Lntr 

Duluth,  Minnesota 

o  i 
zl 

0  O  AA  O 1 

33U031 

1/,  c 

14  j 

iratalgar  Hosp 

New  York,  New  York 

zz 

9 1 AA 1 Q 

1  A  1 
141 

Irvington  Gen  Hosp 

Irvington,  New  Jersey 

o  9 

Z  J 

O  /.  A  A  £  A 

Z4U104 

IOC 
1 J  J 

Jiitei  Hosp 

Minneapolis,  Minnesota 

9  A 
Z4 

zouuuy 

1  QQ 

loo 

John  H  bothwell  Mem  Hosp 

Sedalia,  Missouri 

o 

i i Ant q 

i luuoy 

99  9 
ZZ  J 

Martinsville  Gen  Hosp 

Martinsville,  Virginia 

ZD 

4-ZUUUO 

1  R7 
1  J  1 

unariescon  l.o  riosp 

L-nariescon,  oouLti  caronna 

0  7 
Z  / 

9  qooo  A 

iy  j 

Holladay  Park  Hosp 

"D  j-\      t~  I   o  -n  /H      (~\  -y  /~\  ry  /~v 

irOLLiaria  uregon 

ZO 

i  nni 9i 
i     l  j  i 

ID  1 

Doscayne  rieaicai  center 

ci  i  ami ,  rioriua 

9  Q 
Z  J 

■5  QA1  Q  C 

jyuio j 

1  94 

U  O  T  1  £i  ^       TT                  3^  O  / — i  TT       T_J  /T  O  TT 

tiaziecon  otate  vjeri  tiosp 

XJ  o  t  !  i — i  t-  /r  tt         U  /t  rr  tt  n  u  1  it  n  *T  i  o 

HazicLon )   rctinsy ivaiiia 

30 

A9001 A 

1  C\(\ 

St  Lukes  Hosp 

Aueraeen,   soutn  uatcoca 

91 

9  9 A1  AO 

J jUIUZ 

9  A  A 
Z44 

Kenmore  Mercy  Hosp  &  Rehab  Ctr 

Kenmore ,  New  York 

1  /.  A1  o  c 

J  j0 

Decatur  Mem  Hosp 

Decatur,  Illinois 

o  o 

O  £  A  AO  A 

360039 

O  A  1 

392 

Good  Samaritan  Hosp 

Zanesville,  Ohio 

J4 

T  AAAO  A 

100029 

243 

XT          A.  1        ni.  TT 

North  Shore  Hosp 

Miami,  Florida 

33 

/  O  A  A/  / 

490044 

O  A  9 

Louise  Obici  Mem  Hosp 

Suffolk,  Virginia 

9£ 

Jo 

O  AAA A  A 
Z 90009 

O  £  O 

2  bo 

St  Marys  Hosp 

Tl                            XT  —               1  — 

Reno,  Nevada 

"5  7 

O  0  A  1  C  "7 

230157 

ZO  j 

St  Lawrence  Hosp 

Lansing,  Michigan 

9ft 
JO 

9  9009A 
Z  ZUUZ4 

9  ft7 
Zo/ 

Holyoke  Hosp 

Holyoke,  Massachusetts 

9  Q 

j  y 

A  ^HA  "^7 

j0  _> 

Methodist  Hosp 

luddock,  iexas 

Afi 

4U 

ZOUUUZ 

A  qc; 
4yj 

Lutheran  Hosp 

St  Louis,  Missouri 

41 

9  A  AAC  9 

A7  9 
4/  J 

Presbyterian  Hosp 

Ohariotte,  iNorth  Carolina 

Zl9 

juy 

St  Joseph  Infirmary 

Louisville,  Kentucky 

/.  9 

4j 

O  £  A  AO  "7 

Z0UUZ / 

A  7  O 

4/y 

Research  Hosp  &  Medical  Center 

Kansas  City,  Missouri 

A  A 

44 

A  CA  1  Q  1 

u ju ly i 

C  f-    Mat*  iTC    T  nTi  cr    Ro  a  ^Vi  TJ/ror\ 
OL    rlcliryo    JjULlg    OcdLU  tlUbp 

Long  Beach,  California 

t  j 

1 R00A7 
1 ouuo / 

325 

University  of  Kentucky  Medical 

Ctr 

Lexington,  Kentucky 

46 

310051 

499 

Overlook  Hosp 

Summit,  New  Jersey 

47 

330125 

487 

Rochester  Gen  Hosp 

Rochester,  New  York 

48 

050485 

633 

Memorial  Hosp  Med  Ctr  Long  Beach 

Long  Beach,  California 

49 

050376 

660 

Harbor  Gen  Hosp 

Torrance,  California 

50 

210009 

1,089 

Johns  Hopkins  Hosp 

Baltimore,  Maryland 

*Medicare  certified  beds  on  HCFA  computer  file  as  of  10/23/78 
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EXHIBIT  III 

HOSPITALS  PARTICIPATING  IN  THE  SHUR  STUDY 


Number 

No. 

of  Beds* 

Hospital  Name 

City/State 

1 

191 

Northridge 

Northridge,  California 

2 

292 

Mills  Memorial 

San  Mateo,  California 

3 

563 

Halifax  District 

Daytona  Beach,  Florida 

4 

114 

Fremont  Hospital 

Yuba  City,  California 

r 

5 

*7  O 

7  J 

Shasta  General  Hospital 

Redding,  California 

o 

19 

Nye  General  Hospital 

Tonopah,  Nevada 

7 

51 

Knox  County  Hospital 

Barbourvil le ,  Kentucky 

Q 

o 

/4 

Barbour  County  Hospital 

Eufaula,  Alabama 

104 

Riverview  Hospital 

Crookston,  Minnesota 

1U 

1 1  o 

219 

Canyon  General  Hospital 

Anaheim,  California 

1  1 

521 

St.  Marys  Long  Beach  Hospital 

Long  Beach,  California 

12 

40 

Hoopeston  Community  Mem.  Hospital 

Hoopeston,  Illinois 

13 

114 

Massapequa  General  Hospital 

Seaford,  New  York 

14 

157 

Charleston  County  Hospital 

Charleston,  South  Carolina 

15 

10 

Sierra  Valley  District  Hospital 

Loyal  ton ,  California 

16 

52 

Medicenter  Hospital 

Jackson,  Tennessee 

17 

158 

Harry  C.  Frick  Community  Hospital 

Mt .  Pleasant,  Pennsylvania 

18 

80 

Kent  &  Queen  Annes  Hospital 

Chestertown,  Maryland 

19 

170 

Rose land  Community  Hospital 

Chicago,  Illinois 

20 

O  Art 

392 

1      n                   *   « _              tt               *   ■  t 

Good  Samaritan  Hospital 

Zanesville,  Ohio 

21 

loo 

Houston  County  Hospital 

Warner  Robins ,  Georgia 

00 
LL 

2  jU 

Sheboygan  Memorial  Hospital 

Sheboygan,  Wisconsin 

2  J 

90 

Bethesda  Community  Hospital 

Hornell,  New  York 

24 

353 

Champlain  Valley  Physicians  Hospital 

Plottsburgh,  New  York 

25 

450 

St.  Josephs  Hospital 

Providence,  Rhode  Island 

o  £ 
ZD 

166 

Memorial  Hospital 

Easton,  Maryland 

27 

288 

Orangeburg  Regional  Hospital 

Orangeburg,  South  Carolina 

28 

40 

Edgefield  County  Hospital 

Edgefield,  South  Carolina 

29 

65 

Fannin  County  Hospital 

Bonham,  Texas 

30 

49 

Barrien  General  Hospital 

Barrien  Center,  Michigan 

31 

487 

Butterworth  Hospital 

Grand  Rapids,  Michigan 

32 

275 

Hopkins  County  Hospital 

Madisonville ,  Kentucky 

33 

369 

St.  Vincent  Health  Center 

Erie,  Pennsylvania 

34 

288 

Lutheran  Medical  Center 

Brooklyn,  New  York 

35 

419 

New  Hanover  Memorial  Hospital 

T  T  •    1           *                 ■                            %T             jl_  1  _         ^*                     1    _  _ 

Wilmington,  North  Carolina 

Jo 

2d 

Clinton  County  War  Memorial  Hospital 

Albany ,  Kentucky 

37 

384 

TT        *1  1                                                            *          1         TT                     *    .  T 

Welborn  Memorial  Hospital 

Evansvil le ,  Indiana 

o  o 

JO 

490 

Baptist  Medical  Center  (Montclair) 

Birmingham,  Alabama 

39 

487 

Rochester  General  Hospital 

Rochester,  New  York 

40 

493 

Maine  Medical  Center 

Portland,  Maine 

41 

233 

St.  Marys  General  Hospital 

Lewis  ton,  Maine 

42 

813 

Albert  Einstein  Medical  Center 

Philadelphia,  Pennsylvania 

43 

478 

Lutheran  Hospital 

Ft.  Wayne,  Indiana 

44 

60 

Republic  County  Hospital 

Billerville ,  Kansas 

45 

79 

Grape  Community  Hospital 

Hamburg,  Iowa 

46 

34 

Madison  Hospital 

Madison,  Minnisota 

47 

360 

Brookwood  Hospital 

Birmingham,  Alabama 

48 

135 

Eitel  Hospital 

Minneapolis,  Minnesota 

49 

118 

Miller  Dwan  Hospital  &  Medical  Center 

Duluth,  Minnesota 

50 

184 

Mid-west  Columbia  Regional  Hospital 

Columbia,  Missouri 

*Medicare  certified  beds  on  HCFA  computer  file  as  of  10/23/78 
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Through  an  agreement  with  the  hospitals  and  their  associations,  the 
participants  and  their  respective  data  are  not  identified  in  the  remainder  of 
this  report.    We  do,  however,  wish  to  give  each  of  them  full  recognition  and 
acknowledge  the  time  and  cooperation  they  put  forth,  which  was  essential  to 
the  success  of  the  study.     In  addition,  we  received  cooperation  and  appreciate 
the  considerable  effort  expended  by  AHA  and  the  state  associations  which 
involved  their  member  hospitals  in  this  voluntary  study,  thus  ensuring  a  full 
complement  of  50  hospitals. 

B.     APPROACH  AND  KEY  ASSUMPTIONS  USED  IN  COST  ESTIMATION 

Throughout  the  cost  estimating  process  described  in  Section  C,  we  consistently 
applied  several  key  assumptions  which  are  described  in  the  following 
paragraphs . 

1 .     Approach  and  Assumptions  Regarding  a  Hospital's  Choice  of  Alternative 
Methods  for  Complying  with  SHUR 

This  study  created  cost  estimates  for  two  general  alternative  ways  of 
complying  with  SHUR.     The  first  alternative  is  for  the  hospital  to 
reclassify  its  current  accounting  and  statistical  information;  the  second 
alternative  is  for  the  hospital  to  convert  its  accounting  and  information 
(statistics,  allocations,  etc.)  systems  to  collect  SHUR-compatible  data  on 
a  routine  basis.    We  have  called  the  first  alternative  the  "reclassifica- 
tion option"  and  the  second  alternative  the  "systems  conversion  option". 

Under  the  reclassification  option  (Option  1),  the  hospital  would  perform 
those  reclassifications  which  are  possible  using  existing  data  and  collect 
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the  additional  data  needed  for  the  remaining  reclassifications.    We  have 
called  the  first  type  of  reclassification  a  "simple"  reclassification  and 
the  second  type  a  reclassification  based  on  a  "special  study".    Under  the 
second  basic  alternative  (Option  2),  the  hospital  changes  its  current 
information  systems  to  collect  SHUR  data  on  an  ongoing  basis. 

Within  each  of  the  two  basic- options ,  hospitals  will  have  many  alternative 
approaches  to  choose  from.     To  illustrate:     SHUR  requires  that  the 
expenses  and  revenues  of  a  hospital  be  distributed  according  to 
pre-defined,  functional  cost  centers  (in  theory,  cost  centers  which 
describe  general  activities  or  "functions") .     These  cost  centers  will 
sometimes  differ  from  those  which  a  hospital  normally  uses  for  its  current 
accounting  purposes. 

As  a  specific  example,  SHUR  requires  that  salaries  and  wages  be 
distributed  according  to  functional  cost  centers.     To  estimate  the 
requisite  labor  distributions  in  a  manner  compatible  with  SHUR  reporting 
requirements,  the  hospital  will  need  to  obtain  information  on  the 
distribution  of  hours  by  SHUR's  cost  centers.    Under  Option  1 
(reclassifications),  a  hospital  might  conduct  a  survey  of  "best 
estimates",  conduct  a  time  study  for  a  sample  period,  or  select  some  other 
estimation  technique.    Under  Option  2  (systems  conversion),  a  hospital 
might  modify  its  current  payroll  system  or  replace  it  with  a  new  system. 

Under  either  option,  the  hospital  has  a  choice  of  specific  approaches.  In 
order  to  estimate  the  costs  for  each  option  at  each  hospital,  we  had  to 
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select  specific  approaches  for  each  option.     The  following  considerations 
were  made  in  this  selection. 

In  most  cases,  the  specific  approaches  were  determined  by  working  directly 
with  hospital  staff.     Thus,  within  each  basic  option,  most  approaches 
reflect  the  course  of  action  most  likely  to  be  taken  by  the  hospital. 
Occasionally,  however,  a  hospital  indicated  that  it  would  select  an 
approach  which  we  felt  exceeded  the  reporting  requirements  imposed  by 
SHUR.     Examples  are  as  follows: 

-  For  special  studies  required  to  support  reclassifications,  some 
hospitals  indicated  approaches  which  gathered  more  data  than  needed 
(i.e.,  ►the  samples  were  too  large  or  too  frequent).    Other  hospitals 
interpreted  SHUR  to  prohibit  special  studies  for  certain  reporting 
requirements  and  did  not  believe  an  Option  1  estimate  was 
appropriate,  insisting  that  only  the  Option  2  approach  should  be 
considered.     For  example,  time  or  cost  studies  are  permitted  by  SHUR 
to  reclassify  and  report  direct  costs  such  as  salaries,  wages  and 
employee-related  benefits  in  the  functional  cost  center(s)  where  the 
employees  work. 

For  systems  conversions,  some  hospitals  indicated  that  they  would 
replace  entire  systems  (such  as  payroll  or  inventory)  rather  than 
modify  existing  systems,  where  such  modification  would  resolve  the 
relevant  incompatibilities  more  efficiently. 

-  Some  hospitals  indicated  that  they  would  make  systems  changes  which 
we  do  not  feel  are  warranted  by  SHUR,  i.e.,  the  changes  serve 
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purposes  other  than  meeting  SHUR  requirements.     An  example  would  be 
changing  inventory  methods  from  periodic  to  perpetual  or  from  FIFO  to  LIFO 
and  including  those  cost  factors  in  their  approach. 

Where  we  disagreed  with  the  approaches  selected  by  hospitals,  to  the 
extent  possible  we  have  documented  the  disagreement  in  our  study  (see 
Section  F  of  this  chapter)  and  discussed  our  position  with  the  hospital. 

As  a  final  consideration  regarding  the  specific  approaches  selected  by 
hospitals,  we  must  note  that  the  approaches  selected  for  cost  estimates  in 
this  study  will  not  necessarily  be  those  actually  implemented  by  the 
hospitals.     There  are  several  reasons  for  this. 

First,  the  purpose  of  this  study  is  known  to  the  hospitals  being 
examined.     It  is'in  the  hospitals'  collective  best  interests  to  have  the 
cost  estimates  as  high  as  possible  and  this,  in  turn,  means  that  hospitals 
would  have  a  tendency  to  select  the  most  expensive  approaches  for  our  cost 
estimates.     This  became  evident  to  us  at  the  onset  of  the  field  work, 
particularly  after  some  segments  of  the  accounting  profession  and  hospital 
industry  associations  began  to  express  their  concerns  about  SHUR.     In  some 
instances,  positions  in  opposition  to  the  implementation  of  SHUR  became 
more  apparent  through  publications  and  seminars  sponsored  by  those 
organizations . 

Second,  the  contract  requires  cost  estimates  for  the  two  basic  options 
previously  described.     In  fact,  a  hospital  will  rarely  elect  to  produce 
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SHUR  using  strictly  one  of  the  two  options  and  will  probably  produce  SHUR 
using  some  combination  of  the  two  options.     For  example,  a  hospital  might 
change  its  patient  accounting  and  billing  system  to  produce  SHUR's 
Standard  Units  of  Measure  (SUMs),  but  will  leave  all  other  systems  as  they 
are  and  use  reclassifications  to  produce  other  SHUR  information. 

Third,  accounting  systems  changes  required  by  SHUR  must  be  viewed  within 
the  context  of  systems  changes  which  are  occurring  independent  of  SHUR  or 
other  uniform  reporting  requirements.    Most  hospitals'  information  systems 
are  in  a  continual  state  of  change.     This  is  due,  in  large  measure,  to  the 
radical  and  rapid  changes  in  the  environment  in  which  hospitals  are 
managed.     These  changes  include  changes  in  financing  and  reimbursement, 
the  compensation  of  hospital  employees  relative  to  employees  in  other 
industries,  the  amount  of  union  activity,  government  regulation,  and  the 
public's  awareness  of  the  "issues"  regarding  hospital  operations.  These 
changes  have  caused  hospitals  to  need  information  systems  now  which  they 
did  not  need  only  a  few  years  ago.     Thus,  one  finds  that  many  hospitals 
are  upgrading  their  management  information  systems.     Also,  one  finds  that 
many  of  the  changes  required  by  SHUR  are  met  by  these  upgraded  systems, 
especially  the  requirement  for  direct  recording  of  expenses. 

This  dynamic  nature  of  hospital  information  systems  created  a  problem  for 
this  study:     attributing  costs  to  SHUR  which  a  hospital  would  have 
incurred  independent  of  SHUR  as  part  of  its  expected  program  for  upgrading 
its  information  systems.     It  is  virtually  impossible  to  determine  whether 
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the  management  of  a  hospital  had  already  planned  to  improve  its  accounting 
capabilities  or  statistical  accumulation  process  prior  to  the  coming  of 
SHUR.     If  any  conclusion  concerning  the  cost  of  major  systems  conversions 
can  be  made,  then  it  may  well  be  that  our  estimates  may  overstate  the  true 
additional  expenses  attributable  to  SHUR  alone. 

Assumptions  Regarding  the  Estimates  of  Additional  Expenses  Attributable  to 
SHUR 

For  each  hospital  studied,  the  primary  objective  was  to  estimate  the 
additional  expenses  which  the  hospital  would  incur  in  complying  with 
SHUR.     These  additional  expenses  are  the  "costs  to  the  hospital  of 
implementing  SHUR".     Understanding  this  objective  requires  several  very 
important  considerations. 

First,  we  tried  to  answer  the  question:     How  much  more  will  the  hospital 
have  to  spend  to  produce  the  SHUR  report?    For  each  hospital,  these  extra 
expenditures  ultimately  would  be  revealed  in  the  Profit  and  Loss  Statement 
as  measurable  increases  in  expenses.     These  extra  expenses  would  be 
incurred  for  the  following: 

-  higher  payroll  expenses  because  of  additional  staff  requirements, 
i.e.,  SHUR  might  require  a  greater  number  of  "paid  hours"  (These 
additional  paid  hours  might  be  generated  by  existing  employees  being 
paid  overtime  or  earning  "comp  time",  or  by  the  hospital  hiring  new 
employees . ) ; 

-  higher  expenditures  for  supplies,  especially  forms  for  recording 
information  (SHUR  may  require  the  redesign  and  reprinting  of  existing 
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forms,  such  as  time  cards/reports,  supply/drug  requisitions,  charge 
(billing)  documents,  and  others.); 

-  expenditures  for  new  equipment  such  as  computer  terminals; 

-  additional  computer  time;  and/or 

payments  to  outside  vendors  providing  consulting  or  computer 
processing  or  programming  services. 

For  several  of  these  expenditure  categories,  estimating  the  incremental 
expenditures  attributable  to  SHUR  required  special  considerations  which 
are  discussed  in  other  sections  of  this  chapter. 

Second,  the  costs  estimated  are  the  additional  expenditures  which  are 
attributable  only  to  the  imposition  of  the  SHUR  requirements.  Excluded 
from  the  cost  estimates  were  the  costs  of  systems  changes  which  were 
caused  by  influences  other  than  SHUR.     For  example,  some  hospitals  in  the 
study  were/are  in  the  process  of  changing  their  accounting  systems  to 
provide  better  information  for  management.     The  changes  often  produce 
information  similar  to  that  required  by  SHUR.     The  costs  of  such  changes 
are  not  attributable  to  SHUR.     Another  important  example  involves 
hospitals  in  states  which  already  have  laws  requiring  the  disclosure  of 
SHUR-type  information  such  as  California,  New  York  and  Maryland.     For  such 
hospitals,  the  costs  we  considered  to  be  attributable  to  SHUR  were  only 
those  related  to  the  additional  or  different  reporting  requirements  of 
SHUR.     Our  estimates  exclude  the  costs  for  complying  with  the  state's 
existing  reporting  requirements. 
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Third,  the  costs  we  estimated  were  focused  solely  on  the  cost  impact  to 
hospitals.  Accordingly,  other  cost  implications  attributable  to  SHDR  are 
outside  the  scope  of  this  study,  such  as:  the  cost  to  DHEW  to  develop  the 
SHUR  manual;  the  effect  on  fiscal  intermediaries;  and  the  cost  or  savings 
to  DHEW  of  collecting,  editing,  processing  and  analyzing  the  SHUR  reports 
once  they  have  been  submitted  by  hospitals.  According  to  HCFA  officials, 
savings  to  DHEW  could  result  for  several  reasons: 

1.  The  very  nature  of  uniform  reporting  will  facilitate  the  use  of 
automated  desk  reviews. 

2.  Uniform  reporting  may  consequently  reduce  the  number  and  scope  of 
audits . 

3.  Uniform  reporting  will  facilitate  multiple  uses  of  the  data  which  may 
effect  savings. 

Fourth,  the  "costs"  which  we  estimated  did  not  include  income  which  might 
be  lost  (or  gained)  due  to  the  imposition  of  SHUR  reporting  requirements 
for  reimbursement  purposes. 

Fifth,  the  estimates  do  not  include  possible  consulting  services 
expenditures  for  the  evaluation  of  alternatives  and  design  of  programs  for 
complying  with  SHUR.     In  conducting  this  study,  the  project  team  provided 
certain  services  which  have  value  to  a  hospital  which  is  considering 
changing  its  accounting  or  reporting  systems.    Many  consider  such  services 
to  be  essential  to  a  rational  program  for  planning  systems  changes.  The 
costs  of  such  services  were  excluded  from  our  estimate.     These  costs  were 
primarily  excluded  because  HCFA  expects  to  publish  a  "guide"  for 
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implementing  SHUR.     This  guide  will  provide  detailed  instructions  on  how 
to  perform  the  type  of  evaluations  which  we  conducted  in  this  study.  The 
guide  will  also  describe  the  kinds  of  problems  and  alternative  solutions 
which  we  encountered  in  this  study  and  other  surveys  of  hospitals  which 
are  implementing  SHUR-like  reporting.     It  is  expected  that  the  guide  will 
significantly  reduce  the  need  for  the  consulting  services  mentioned.  The 
costs  of  other  consulting  services  were  included  in  those  cases  where  such 
services  were  considered  essential. 

Assumptions  Regarding  Additional  Payroll  Expenses 

Estimating  incremental  payroll  expenses  attributable  to  SHUR  primarily 
required  estimating  the  additional  man-hours  required  for  each  relevant 
employee  classification.     In  most  cases,  preliminary  estimates  were 
obtained  from  hospital  management.     These  estimates  were  evaluated  and 
modified  after  giving  consideration  to  the  following  questions: 
-      Are  the  time  estimates  and  staff  levels  reasonable? 

Could  the  current  staff  absorb  the  additional  work  load  without  extra 

paid  hours?     In  other  words,  is  the  staff  at  maximum  productivity? 

Would  the  extra  tasks  related  to  SHUR  replace  or  add  to  current 

tasks? 

Estimates  of  additional  man-hours  required  by  SHUR,  therefore,  are  based 
on  assumptions  that  current  slack  time  would  not  be  sufficient  to  absorb 
the  additional  time  demands  of  SHUR  and  that  the  tasks  required  by  SHUR 
add  to,  and  do  not  merely  replace,  current  tasks. 


15 


4 .     Assumptions  Regarding  Additional  Expenditures  for  Computer  Time 

Changes  in  accounting  systems  frequently  require  the  use  of  additional 
computer  time.     However,  this  additional  computer  time  does  not  represent 
additional  expenditures  if  all  of  the  -ollowing  conditions  hold: 

the  hospital  owns  the  computer  or  has  a  rental/lease  charge  that  does 

not  vary  with  usage; 

the  hospital  does  not  charge  others  for  the  use  of  its  computer  (in 
which  case  there  may  be  "opportunity  costs");  and 
the  current  computer  capacity  is  sufficient  to  meet  the  increased 
demands  imposed. 

C.     SUMMARY  OF  THE  COST  ESTIMATION  PROCESS 

The  following  list  of  tasks  describes  the  cost  estimation  process  employed  in 
this  study.  No  cost  estimates  were  considered  "complete"  until  all  tasks  had 
been  concluded.     The  tasks  were: 

1.  Hospitals  were  requested  to  complete  a  questionnaire  which  identifies 
differences  between  their  current  information  capabilities  and  the 
reporting  requirements  of  SHUR. 

2.  The  completed  questionnaire  was  reviewed  jointly  by  project  staff  and  key 
hospital  personnel  to  ensure  that  all  major  differences  were  identified. 

These  differences  were  called  "incompatibilities"  (between  SHUR  reporting 
requirements  and  the  hospital's  current  information  systems).  The 
resulting  list  of  incompatibilities  served  as  a  guide  for  the  remainder  of 
the  study. 
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3.  Under  Option  1,  for  each  incompatibility  the  analyst  determined  if  it 
could  be  resolved  by  using  currently  available  data  to  reclassify  existing 
accounting  information.     This  method  of  resolution  is  called  a  "simple 
reclassification".     If  this  was  possible,  the  costs  of  making  the 
reclassification  were  estimated  in  the  manner  described  below.  These 
costs  are  the  estimated  costs  of  Option  1,  Simple  Reclassification.  No 
additional  cost  estimates  for  Option  1  were  made  for  an  incompatibility 
which  could  be  resolved  in  this  manner. 

4.  For  each  incompatibility  for  which  a  simple  reclassification  was  not 
possible,  the  analyst  determined,  in  conjunction  with  hospital  staff,  a 
reasonable  and  acceptable  estimation  approach  for  obtaining  the  data 
needed  to  support  a  reclassification.     The  approaches  which  were  costed 
were  determined  by  working  with  hospital  management.     Attempts  were  made 
to  ensure  that  the  approaches  selected  were  those  which  the  hospital  would 
most  likely  choose  and  which,  at  the  same  time,  were  "reasonable". 

5.  For  each  of  the  preceding  incompatibilities  and  approaches,  the  analyst 
worked  with  hospital  management  to  determine: 

-  the  hospital  staff  person  who  would  perform  the  function; 

-  the  salary  and  fringe  benefit  levels  for  these  staff; 

-  the  extra  staff  time  required; 

whether  or  not  the  staff  time  requirements  necessitated  additional 
expenditures  (i.e.,  represented  overtime  or  "new  hires"); 
expected  expenses  for  additional  supplies  or  equipment;  and 

-  expected  incremental  computer  costs. 
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These  factors  were  then  analyzed  to  compute  the  estimated  costs  for 
resolving  each  incompatibility  in  the  manner  described  in  2  and  3.  These 
costs  are  the  estimated  costs  for  Option  1,  Reclassification  with  Study. 

6.     For  each  incompatibility,  the  analyst  determined  the  hospital  system 

(e.g.,  payroll,  accounts  payable)  which  would  need  to  be  modified  in  order 
to  resolve  the  incompatibility.     The  analyst  then  grouped 
incompatibilities  according  to  systems.     For  example,  all 
incompatibilities  were  grouped  together  which  could  be  resolved  by 
modifying  the  payroll  system.     The  result  was  a  list  of  the  general 
changes  required  to  produce  SHUR  information  for  each  system. 

7.  The  analyst  documented  the  nature  of  each  system:     reports  generated, 
input  forms,  methods  of  processing,  type  of  computer,  and  other  relevant 
system  characteristics. 

8.  After  analyzing  the  characteristics  of  each  system  and  the  changes  to  them 
which  SHUR  would  require,  the  analysts  worked  with  hospital  staff  to 
determine  the  most  likely  approach  to  implement  the  changes. 

9.  For  each  system  and  approach,  the  analysts  worked  with  hospital  staff  to 
determine  the  incremental  components  of  costs  represented  by  Exhibit  IV  on 
the  following  page.     These  costs  are  the  estimated  costs  of  Option  2. 
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EXHIBIT  IV 


COST  COMPONENTS  FOR  SYSTEMS  MODIFICATIONS 


Component  of  Costs 


Component  of  System 


Input 


Processing 


Output 


Design/ 
Change 


Other 


One-time  Costs: 

Salaries 
Equipment 
Supplies 
Other 


Ongoing  Costs: 

Salaries^ 
Equipment 
Supplies 
Other 


************** 


Contents  of  table  are 
estimates  of  incremental 
expenditures  needed  to 
change  each  system  and 
its  components. 


************** 


* 
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10.  The  results  of  the  preceding  cost  estimates  were  then  summarized  and 
reviewed  with  top-level  hospital  management.    Differences  of  opinion  were 
noted.     Adjustments  were  made  where  the  study  team  and  hospital  management 
agreed . 

11.  The  managers  of  the  project  reviewed  the  documentation  of  the  preceding 
work  to  ensure  that  the  following  conditions  were  satisfied: 

-    all  documentation  was  in  the  required  structure  and  format; 

all  assumptions  and  sources  of  information  were  identified  in  the 
documentation; 

the  cost  estimates  were  reasonable;  and 

the  methodology  applied  did  not  violate  any  of  the  assumptions 

established  for  the  study. 
As  a  result  of  our  management  review,  the  documentation  was  returned  to 
the  field  analysts  for  modification  whenever  necessary. 

12.  The  completed  cost  estimates  with  supporting  documentation  were  then 
sorted  and  analyzed.     The  results  of  this  analysis  are  the  primary  subject 
of  the  remainder  of  this  report. 

D.     ENSURING  UNIFORMITY  OF  APPROACHES  TO  COST  ESTIMATES 

One  of  the  major  objectives  of  the  study  methodology  was  to  ensure  that  for 

all  of  the  hospitals  the  cost  estimations  were  performed  in  a  uniform  manner. 

Several  factors  made  this  difficult.     The  nature  of  cost  estimation  is  such 

that  any  estimate  is  ultimately  based  on  the  judgment  of  the  estimator. 

Therefore,  ensuring  maximum  uniformity  of  cost  estimates  for  many  hospitals 

would  require  that  a  single  team  of  analysts  perform  all  estimates.  However, 
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the  short  time  period  of  the  study  and  the  large  number  of  hospitals  demanded 
that  we  deploy  numerous  teams  of  analysts.     Consequently,  to  ensure  maximum 
uniformity,  we  developed  a  very  strict  protocol  for  our  cost  estimations,  which 
consisted  of  the  following: 

1.  For  the  field  work,  we  selected  analysts  who  were  experienced  with  hospitals 
and  hospital  information  systems.     These  analysts  were  responsible  for 
obtaining  the  basic  data  to  support  the  cost  estimates. 

2.  The  analysts  worked  with  each  hospital's  administration  to  ensure  that 
critical  assumptions  and  findings  were  consistent  with  the  administration's 
perceptions.     Four  kinds  of  assumptions  and  findings  were  reviewed  with  each 
hospital's  administration: 

The  accounting  changes  required  by  SHUR  were  reviewed  by  each 
hospital's  chief  financial  officer  and  other  appropriate  staff. 
The  approaches  which  the  hospital  would  take  in  making  the  changes  were 
reviewed  with  each  person  who  would  be  responsible  for  a  change. 
Assumptions  were  reviewed  regarding  additional  requirements  for  staff 
time,  supplies,  data  processing,  equipment  and  training  expenses. 
Major  estimated  costs  were  reviewed  with  top  level  administrators  at 
the  conclusion  of  the  field  work  or  after  project  management  review. 

Hospitals  were  also  encouraged  to  provide  written  comments  on  our 
estimates.     In  some  hospitals,  there  was  not  complete  agreement  as  to  the 
preliminary  findings  between  the  analysts  and  the  hospital's  administration. 
Such  differences  of  opinion  are  discussed  in  other  parts  of  this  report. 
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3.  All  field  work  was  reviewed  several  times  by  the  management  of  the 
project.     The  major  objectives  of  this  review  process  were  the  ensurance 
of  uniform  and  comprehensive  documentation,  and  reasonable  cost  estimates. 

4.  Finally,  the  findings  for  the  different  hospitals  were  compared  for 
consistency.     For  example,  the  costs  of  modifying  payroll  systems  were 
compared  for  hospitals  with  similar  accounting  systems.  Wide 
variations  in  costs  were  analyzed  to  ensure  that  such  variations  did  not 
represent  differences  between  cost  estimation  methods  or  basic  assumptions. 
It  was  only  after  this  last  comparative  analysis  that  we  considered  our 
estimates  "complete". 

E.     APPROACH  TO  MEDICARE  COST  REPORT  SIMULATION 

In  addition  to  estimating  the  cost  of  implementing  SHUR,  we  also  simulated  the 
effect  of  SHUR's  functional  reporting  concept  on  Medicare  settlement  for  a 
subset  of  the  study  hospitals.     Our  approach  and  methodology  focused  only  on 
the  settlement  differences  between  the  simulated  cost  report  and  the 
hospital's  audited  cost  report  that  are  attributable  to  the  effects  of 
functional  reporting  and  direct  costing.     Accordingly,  it  is  important  that 
the  reader  note  that  we  did  not:     1)  use  the  SHUR  allocation  statistical  basis 
or  recommended  SHUR  allocation  sequence  for  the  cost  allocations  in  the 
simulated  cost  report;  nor  did  we,  2)  use  the  SHUR  allocation  procedures 
concerning  adjustments  and  offsets  prior  to,  during,  or  after  cost 
allocation. 

During  our  field  work,  we  prepared  those  parts  of  the  SHUR  reports  required  to 
produce  the  trial  balance  for  the  Medicare  Cost  Report  (Worksheet  A  for 
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SSA-2552  or  Schedule  A  for  SSA-2551) .    We  then  prepared  computer  input  forms 
to  simulate  the  hospital's  previously  submitted  cost  report  using  the  options 
actually  taken  by  the  hospital,  reestablishing  the  cost  centers  as  defined 
under  SHUR. 

The  results  of  the  simulation  and  the  comparison  with  the  hospital's  audited 
report  have  been  documented  in  Chapter  4  which  also  include  conclusions 
reached  from  the  simulation. 

In  the  preparation  of  the  alternative  simulation  cost  report,  problem  areas  in 
some  of  the  hospitals  became  evident,  and  thus  precluded  us  from  simulating  a 
cost  report  for  all  50  study  hospitals.     These  problems  included: 
1.     Data  necessary  to  complete  the  SHUR  Schedules  E-l  and  E-2  for  fiscal  year 
1977,  the  year  used  for  our  analysis,  were  not  available  at  the  hospital 
nor  could  they  be  obtained  consistent  with  SHUR  functional  reporting 
requirements.    Key  areas  of  missing  data  were: 

Recovery  room  costs  had  not  been  segregated  from  operating  room  costs. 
Non-routine  maintenance  costs  had  not  been  segregated  from  routine 
maintenance  at  the  invoice  or  base  recording  level. 
Costs  of  disposable  linens  had  not  been  segregated  from  central 
supply  costs. 

Employee  wages,  salaries  and  fringe  benefits  by  cost  center  had  not 
been  recorded  on  time  sheets. 

Patient  transportation  costs  had  not  been  segregated  from  admitting, 
nursing  and  ancillary  service  costs. 
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2.  Data  necessary  to  complete  SHUR  Schedule  G-l  or  2552  Worksheet  B-l  which 
are  used  as  input  to  SSA-2552  and  SSA-2551  cost  reporting  forms,  were  not 
available  at  the  hospital.     Nor  could  they  be  obtained  consistent  with 
SHUR  functional  reporting  requirements.     For  example,  general  overhead 
cost  allocation  statistics  were  not  available  in  sufficient  detail  for 
isolating  functional  reporting  cost  center  categories. 

3.  Data  necessary  to  complete  the  SHUR  Schedule  H-l  or  2552  Worksheet  C 
concerning  ancillary  cost  center  charge  detail  was  not  available  in 
sufficient  detail  to  break  into  functional  cost  reporting  categories. 

4.  Data  necessary  for  the  Medicare  charge  detail  was  not  sufficient  to 
complete  SHUR  Schedule  H-2  or  2552  Worksheet  D  in  sufficient  detail  to 
break  into  the  functional  cost  reporting  categories. 

F.     RESPONSES  TO  WRITTEN  COMMENTS  FROM  PARTICIPATING  HOSPITALS 
We  have  actively  encouraged  participating  hospitals  to  provide  us  with  written 
comments  regarding  our  study  methods  and  findings.     In  soliciting  these 
written  comments,  we  requested  that  they:     1 )  be  submitted  as  early  as 
possible  in  order  to  allow  us  time  to  consider  any  appropriate  changes,  and  2) 
be  specific  regarding  the  issues  raised.     In  response  to  this  solicitation,  we 
have  received  several  letters.     The  purpose  of  this  section  of  our  report  is 
to  address  the  major  issues  raised  in  those  letters. 

The  letters  address  two  general  categories  of  issues.     The  first  category 
concerns  our  general  methodology  and  approach  to  estimating  costs.  Discussion 
of  this  category  follows  in  this  section  of  the  report,  divided  into  four 
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groups  of  comments.     The  second  category,  which  includes  specific 
disagreements  regarding  the  costs  for  resolving  particular  incompatibilities, 
is  addressed  in  Chapter  III.    Most  of  these  disagreements  regard  specific 
costing  methods  (e.g.,  Should  costs  include  "overhead"  related  to  small 
increases  in  staffing?)  and/or  the  most  appropriate,  specific  approach  to 
resolving  an  incompatibility  (e.g.,  Although  SHUR  specifically  excludes  a 
requirement  for  a  beginning  inventory  of  movable  equipment,  is  such  an 
inventory,  in  fact,  a  practical  necessity?).    We  are  including  our  responses 
to  these  specific  disagreements  in  Chapter  III,  which  contains  the  detailed 
cost  estimates  and  analysis.     In  that  chapter,  we  indicate  the  nature, 
magnitude,  and  potential  impact  of  these  disagreements.     The  following 
represents  the  concerns  raised  about  our  general  methodology  and  approach. 

1 .     Comments  Regarding  the  General  Methodology 

In  their  written  comments,  several  hospitals  addressed  two  important 
issues  regarding  the  general  methodology:     a)  the  subjective  nature  of  the 
cost  estimates;  and  b)  the  extensive  review  of  and  probable  resultant 
changes  to  the  findings  generated  in  the  field  work  by  the  project 
management  reviewers. 

a.      The  subjectivity  of  the  cost  estimates  is  the  most  fundamental  issue 
raised  in  any  of  the  hospitals'  written  comments.     Certain  hospitals 
argued  that  subjective  estimates  are  generally  inadequate  relative  to 
other  methods  for  cost  estimation,  especially  those  in  which  actual 
changes  are  made,  observed,  and  directly  cos  ted.    We  must  acknowledge 
that  the  preceding  is  true.    However,  we  disagree  strongly  that 
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subjective  estimates  in  general  cannot  provide  adequate  information 
for  making  decisions. 

When  we  undertook  this  study,  we  recognized  that  the  relatively  short 
time  allowed  for  it  would  require  us  to  adopt  an  approach  which  was 
subjective  and  would  clearly  preclude  any  kind  of  costing  of  actual 
SHUR  implementation.     Recognizing  those  constraints,  we  designed  and 
used  an  approach  which  openly  recognized  the  subjectivity  involved 
and  which  minimized  the  expected  problems  associated  with  subjective 
estimates.     These  problems  were  minimized  by: 

1)  requiring  that  all  field  work  be  supervised  by  individuals 
having  professional  experience  with  hospitals  and  hospital 
accounting  systems; 

2)  requiring  that  all  findings  be  documented  in  a  uniform  fashion, 
allowing  no  deviations  (the  resulting  workpapers  follow  standard 
auditing  documentation  guidelines  as  much  as  possible); 

3)  requiring  that  all  findings  and  estimates  be  based  on  the  same 
set  of  assumptions  and  costing  methods  which,  along  with  the 
preceding  requirements,  are  documented  in  the  previously < 
distributed  study  methodology; 

4)  requesting  hospitals  to  review  and  comment  on  the  study  results; 
and 

5)  instituting  a  workpaper  review  process  which  resulted  in  at 
least  four  reviews  of  each  hospital's  cost  results. 
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We  believe  that  these  precautions  have  successfuly  minimized  the 
problems  inherent  in  subjective  cost  estimations. 

b.      Two  hospitals  expressed  concern  that  the  extensive  review  process, 
described  in  item  5  above,  would  result  in  changes  to  findings  by 
people  who  were  not  familiar  with  the  specific  operations  of  their 
hospitals.     Our  review  process  did  occasionally  result  in  changes  to 
cost  estimates  derived  in  the  field*    When  such  changes  were  not 
considered  proper  by  specific  hospitals,  we  are  acknowledging  their 
position  in  another  chapter  of  this  report  (see  discussions  of  fixed 
assets  and  estimation  for  statistics  and  SUMs).     These  estimates  are 
based  upon  information  supplied  to  us  by  hospitals  and  are  our 
estimates,  not  the  hospitals. 

2 .     Comments  Regarding  the  Cost  Estimation  Method 

Several  hospitals  raised  issues  which  relate  to  the  methods  by  which  we 
assigned  costs  to  additional  labor  requirements  expected  to  be  imposed  by 
SHUR:     a)  our  deliberate  exclusion  of  incremental  "overhead"  costs  other 
than  employee  benefits;  and  b)  our  method  for  estimating  the  costs 
associated  with  fractions  of  full  time  equivalents  (FTEs). 
a.      Regarding  the  first  issue,  the  objective  of  the  study  was  to  estimate 
the  incremental  costs  attributable  to  SHUR.     On  the  basis  of  our 
experience  with  other  hospitals,  we  assumed  that  "overhead"  (such  as 
personnel  department  or  general  administrative  expenses)  other  than 
employee  benefits  would  not  change  due  to  the  relatively  small 
additional  FTEs  required  by  SHUR.     For  our  study  hospitals,  the 
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estimated  maximum  additional  FTEs  to  be  required  in  any  hospital  by 
SHUR  would  be  about  16.7,  which  represents  only  3.8%  of  the 
hospital's  total  number  of  employees.     For  this  same  hospital,  the 
percentage  increase  in  total  operating  expenses  over  the  1977  level 
would  be  2.5%.     In  any  case,  "overhead"  is  not  likely  to  be 
effected . 

b.      The  second  issue  regarding  our  cost  estimates  relates  to  the  fact 

that,  for  specific  tasks,  we  estimated  additional  labor  requirements 
in  fractions  of  FTEs  and  did  not  consider  that  a  hospital  cannot  hire 
a  "fraction"  of  an  FTE.     In  response,  we  believe  that  for  any 
incremental  task  or  group  of  tasks  a  hospital  should  be  able  to 
employ  an  additional  fraction  of  an  FTE.     This  can  be  done  by  several 
methods,  including: 

paying  existing  employees  to  work  overtime;  or 
hiring  temporary  personnel  on  a  part-time  basis. 

Comments  Regarding  Activities  Which  Were  Not  Included  As  Costs  of  SHUR 
The  written  comments  from  the  hospitals  indicated  concerns  that  certain 
activities  have  been  omitted  as  requirements  to  produce  SHUR.  The 
activities  cited  were: 

Consulting  Assistance  to  Evaluate  Alternatives  for  Complying  with 

SHUR  and  Implementing  Systems  Changes: 

Consulting  services  were  costed  when  hospitals  indicated  that  they 
definitely  would  use  consultants.     The  type  of  services  which  we 
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provided  in  this  study  were  not  costed  because  other  means  would  be 
available  to  hospitals  to  assist  in  implementation,  specifically  a 
DHEW-published  Implementation  Guide. 
Incremental  Auditor's  Fees: 

Where  hospitals  indicated  an  increase  in  their  independent  auditors' 
fees  because  of  SHUR,  we  included  those  estimates.     However,  this  is 
not  an  automatic  cost,  as  some  accounting  firms  did  not  indicate  an 
expected  increase  in  fees. 

Incremental  Costs  of  Preparing  the  Cost  Reports: 

Since  SHUR  is  now  linked  to  the  Medicare  Cost  Reports,  some  hospitals 
felt  that  there  would  be  extra  costs  associated  with  this  linkage. 
However,  we  have  determined  that  SHUR  can  be  considered  only  as 
another  means  of  developing  input  to  the  standard  cost  report 
prepared  by  the  hospitals.     Thus,  no  extra  effort  should  be  required 
to  complete  the  cost  report  once  the  SHUR  information  is  created. 
Estimates  were  made  of  the  costs  to  prepare  the  SHUR  report  however. 

Comments  Regarding  a  Hospital's  Choice  of  Specific  Approaches  to  Producing  SHUR 
Many  of  the  hospitals'  comments  dealt  with  the  issue  of  their  choice  of 
approaches  to  SHUR.     Several  hospitals  had  problems  with  the  fact  that  we 
were  costing  only  two  alternatives:     Option  1,  under  which  current 
information  is  "reclassified"  into  SHUR-compatible  information;  or  Option 
2,  under  which  a  hospital  converts  its  current  systems  to  produce  SHUR 
information  on  an  ongoing  basis.     These  hospitals  argued  that  they  would 
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not  take  either  approach  exclusively  and  that  their  actual  course  of  action 
would  probably  be  some  mixture  of  systems  changes  and  reclassifications.  We 
agree  with  their  projection  of  actual  implementation.     However,  our  contract 
required  costing  the  two  options  described,  and  this  provided  a  consistent 
basis  for  comparison  between  hospitals.    Without  this  constraint,  no 
significant  decisions  could  be  made  relative  to  the  types  of  hospitals  studi 
and  the  costs  of  specific  SHUR  incompatibilities. 
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CHAPTER  II 


SUMMARY  OF  FINDINGS 
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II.     SUMMARY  OF  FINDINGS 
The  purpose  of  this  chapter  is  to  summarize  the  study  findings  which  are 
presented  in  detail  in  Chapter  III. 

It  is  assumed  the  reader  will  have  read  Chapter  I,  where  the  study  method 
approach,  assumptions  and  terminology  were  described  in  order  to  provide  a 
foundation  to  better  understand  this  and  the  remaining  chapters. 

A.     Summary  of  Option  1  and  2  Cost  Estimates 

Our  study  produced  the  following  estimates  for  the  different  options  and 
alternatives  for  meeting  SHUR  requirements: 

Low  High 

Average  Value  Value 

Option  1 

Simple  Reclassification                       $      620  $  0  $  9,898 

Reclassification  with  Study                  10,878  0  53,519 

Option  1  Total                                      $11,498  0  53,545 

Option  2 

One-Time  $12,741  0  94,924 

Ongoing  22,255  0  146,844 

Option  2  Total  $34,996  0  195,388 

These  figures  are  based  on  44  study  hospitals.     The  cost  estimates  for  four 

additional  hospitals  have  been  separately  covered  for  reasons  described  in 

Chapter  III.     If  we  add  the  expected  results  for  these  other  four  hospitals, 

our  average  estimates  become  the  following: 

Cost  Estimates  Average 
Option  1 

Simple  Reclassification  $  589 

Reclassification  with  Study  1 1 ,598 

Option  1  Total  $12,187 
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Option  2 

One-Time  $14,304 

Ongoing  22,470 

Option  2  Total  $36,774 


The  results  for  48  of  the  50  study  hospitals  are  available  in  this  report. 
Data  for  the  two  remaining  hospitals  could  not  be  included  in  this  report 
because:     1 )  in  one  case,  final  estimation  at  the  field  level  had  not  been 
completed;  and  2)  in  the  other  case,  the  hospital  had  requested  us  to  return 
to  perform  additional  analysis  of  incompatibilities  and  approaches.  However, 
the  availability  of  hospital  personnel  did  not  allow  us  to  reschedule  work 
until  after  this  report  was  prepared. 

B.     Estimated  Impact  on  Total  Cost  Estimates  of  Ongoing  Collection  of  SHUR 
Statistics  and  SUMs 

In  Option  1,  statistics  and  SUMs  required  for  SHUR  were  estimated  using  a 
simple  reclassification  approach  or,  if  not  practical,  a  reclassification  with 
study  approach.     Concerns  have  been  raised  that  the  study  or  estimation 
approach  will  not  be  satisfactory  for  reporting  and  cost  settlement,  and  that 
an  ongoing  systems  approach  should  be  taken.     The  cost  implications  of  this 
are  as  follows: 

Ongoing  Versus  Reclassification  with 
Study  Approach  to  Statistics  and  SUMs 

Average 

Option  1  Total  $11,498 
Less:     Option  1  Costs  of  Producing 

Statistics  and  SUMs  2,078 
Option  1  Less  Option  1  Costs  for 

Statistics  and  SUMs  9,420 

Add:       Systems  Costs  of  Producing 

Statistics  and  SUMs  8,033 

Revised  Option  1  Costs  with  Systems 

Approach  to  Statistics  and  SUMs  $17,453 

33 


C.    Variation  in  Cost  Estimates  Between  Different  Categories  of  Hospitals 

We  found  that  the  cost  estimates  varied  considerably  between  different 

categories  (see  Table  1  of  Chapter  III  for  description  of  hospital  categories). 

In  general,  hospitals  with  the  following  characteristics  had  the  highest 

average  cost  estimates: 

Southeastern 
Urban 

Above  Average  Bed  Size 
Over  4,000  Admissions 
District  Control 
University /Teaching 

In  a  State  Without  Existing  Uniform  Reporting 

Because  we  considered  size  and  current  state  uniform  reporting  requirements  to 
be  important  influences,  we  analyzed  their  combined  impact  and  found  the 
following  average  cost  estimates: 


Average  Cost 

Estimates  by  State 

Uniform 

Reporting 

and  Number  of  Admissions 

Number  of 

State 

Uniform 

Reporting 

Admissions 

Yes 

No 

Total 

Under  4,000 

$  789 

$  8,185 

$  6,239 

OPTION 

1 

Over  4,000 

4,828 

21,494 

15,494 

Total 

3,386 

15,283 

11,498 

Under  4,000 

1,858 

18,742 

14,299 

OPTION 

2 

Over  4,000 

11,048* 

71,581 

51,403 

Total 

7,513 

46,913 

35,001 

"  The  results  indicate  that  small  hospitals  and  hospitals  in  states  with  uniform 

reporting  tend  to  have  the  lower  average  cost  estimates  in  the  study. 

*This  figure  excludes  hospital  number  40  because  of  the  significant 
negative  cost  estimate  of  $21,603. 
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D.     SHUR  Incompatibilities  Encountered 

We  encountered  99  major  incompatibilities  between  the  SHUR  requirements  and 


the  hospitals'  information  systems.  Those  occuring  most  frequently  were  as 
follows . 


Percent  of  Hospitals 

No.     Description  of  Incompatibility*  With  Incompatibility 

43      Preparation  of  the  SHUR  Report  93 

77      Miscellaneous  Functional  Cost  Centers  Combined  53 

7      The  Cost  of  Non-capitalizable,  Non-routine 

Maintenance  and  Repairs  Not  Directly  Assignable 
to  Receiving  Cost  Centers 

2      Payroll  Related  Benefits  Not  Reported  in 
Cost  Center  Where  Employee's  Compensation 
Is  Reported 

26      The  Relative  Value  Units  for  Social  Service 
SUMs  Not  Accumulated 
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Those  with  the  highest  average  cost  to  resolve  in  the  Option  1  approach  are  as 
follows : 

Average  Option  1 
Costs  for  Hospitals 
No.     Description  of  Incompatibility*  With  Incompatibility 

99      Cost  and  Revenue  From  the  Sale  of  Medical  and 
Surgical  Supplies  and  Pharmacy  Issued  Supplies 
and  Materials  Not  Reported  in  the  Medical 
Supplies  Sold  and  Drugs  Sold  Cost  and  Revenue 

Centers  $4,500 

1       Salary  Cost  Not  Assigned  Directly  to  the 

Functional  Cost  Center  in  Which  the  Employee 

Works  $2,873 
*See  Appendix  A  for  detailed  description. 
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47      The  Costs  Incurred  in  Transporting  Patients  to 
and  from  Ancillary  Departments  and  to  and  from 
Daily  Routine  Hospital  Services  at  Time  of 
Admission  are  Not  Transferred  to  Those  Appropriate 
Ancillary  and  Admitting  Cost  Centers  $1,916 

E.     Impact  of  Incompatibilities  on  Hospital  Systems 

For  Option  2,  we  aggregated  the  incompatibilities  by  the  various  hospital 
systems  affected  and  estimated  the  cost  of  modifying  those  systems.  As 
reported  in  the  beginning  of  this  chapter,  the  average  Option  2  costs  for  the 
study  hospitals  are:     one-time,  $12,741;  ongoing,  $22,255;  and  total  of  both, 
$34,996. 

The  systems  most  frequently  modified  and  those  with  the  highest  average  cost 
are  as  follows: 


Percent  of 
Study  Hospitals 

Modifying  the  Average  Cost 

System                                                          System   Per  System 

Payroll                                                          74  $12,346 

Statistics  and  SUMs                                        77  9,509 

General  Ledger                                                74  9,164 

SHUR  Reporting                                                93  5,169 


***** 

Chapter  III  provides  extensive  detailed  information  supporting  the  cost 
estimates  summarized  above. 
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CHAPTER  III 


DETAILED  COST  ESTIMATES  FOR  IMPLEMENTING  SHUR 
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III.     DETAILED  COST  ESTIMATES  FOR  IMPLEMENTING  SHUR 
The  objective  of  this  chapter  is  to  present  our  detailed  findings  of  the  cost 
estimates  to  meet  the  SHUR  reporting  requirements  at  the  study  hospitals.  We 
have  attempted  to  anticipate  the  questions  the  readers  of  this  report  would 
raise  and,  in  response,  we  have  provided  answers  in  the  form  of  specific  data 
tables  accompanied  by  supporting  narrative.     The  initial  tables  provide  a 
general  description  of  the  characteristics  of  the  hospitals  in  the  study  and 
the  overall  cost  estimates  of  both  options  for  each  of  the  hospitals.  The 
subsequent  tables  present  the  specific  SHUR  incompatibilities  which  were 
encountered,  the  kinds  of  hospitals  which  encountered  them,  how  the 
incompatibilities  were  resolved,  and  the  cost  estimates  associated  with  each 
of  these  factors. 

Table  1  illustrates  the  key  characteristics  of  44  hospitals  which  were 
analyzed  in  detail  in  this  chapter.     As  noted  in  Chapter  II,  complete  study 
data  were  available  for  only  44  hospitals  in  time  for  a  detailed  analysis  in 
this  report.     In  order  to  provide  a  consistent  basis  for  comparison ,  only 
these  study  hospitals  which  were  completely  finished  were  subjected  to  the 
detailed  analysis  performed  in  Tables  3  through  14.     Partial  study  results  for 
four  other  hospitals  are  included  only  in  Schedule  2.     Estimates  for  the 
remaining  two  hospitals  were  not  complete  at  this  writing  because:     the  field 
work  at  one  hospital  was  not  completed;  and  the  other  hospital  had  requested 
us  to  restudy  some  areas,  but  hospital  personnel  were  not  available  to  meet 
with  us  until  after  the  preparation  of  this  report. 
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TABLE  1 


DESCRIPTION  OF  HOSPITALS  IN  THE  STUDY 

Number  of  Percent  of 

Hospital  Category  Hospitals  Study  Hospitals 

Region:     Northeast  12  27 

Southeast  10  23 

Midwest  14  32 

West  8  18 

Geographic  Setting:     Urban  23  52 

Rural  21  48 

Bed  Size:     Group  1  10  23 

Group  2  9  20 

Group  3  9  20 

Group  4  7  17 

Group  5  9  20 

Admissions:    Under  4000  19  43 

Over  4000  25  57 

Control:     Investor-Owned  5  11 

Nonprofit  -  Municipal  8  18 

Nonprofit  -  District  4  9 

Nonprofit  -  Other  27  62 

State  Uniform  Reporting:     Yes  14  32 

No  30  68 

University:     Yes  4  9 

No  40  91 

Total  44  100 
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A.     CHARACTERISTICS  OF  THE  STUDY  HOSPITALS 

Forty-four  of  48  hospitals  that  participated  in  the  study  are  described  by  category 

in  Table  1.     The  categories  are  self-explanatory,  with  the  exception  of  bed  sizes 

which  were  supplied  by  DHEW  and  which  generally  fall  into  the  following  ranges: 

Category  Number  of  Beds 
Group  1  1-60 
Group  2  61  -  130 

Group  3  131  -  249 

Group  4  250  -  450 

Group  5  451  and  Over 

Exceptions  to  these  groupings  are  the  result  of  slightly  different  bed  size  boundarys 

for  university-affiliated  hospitals.     This  effected  two  hospitals  which  have  bed 

sizes  that  fall  into  Group  4;  but,  because  they  are  university-affiliated  hospitals, 

DHEW  classified  them  into  Group  5. 

The  14  hospitals  with  state  uniform  reporting  systems  are  situated  in  California, 
Maryland  and  New  York.     Reporting  systems  in  Maryland  and  New  York  resemble  recent 
draft  versions  of  SHUR,  and  California  follows  a  SHUR-like  system.     The  five 
hospitals  in  the  university  category  were  identified  as  such  in  the  American  Hospital 
Association  Guide  to  the  Health  Care  Field,  1978  edition,  under  the  definition  of 
members  "of  the  Council  of  Teaching  Hospitals  of  the  Association  of  American  Medical 
Colleges,"  (January,  1978). 

The  four  hospitals  which  were  not  included  in  the  detailed  results  of  this  study 

(Tables  3  through  14)  possess  the  following  characteristics: 

Region:     Southeast  1 
Midwest  3 

Geographic  Setting:     Urban  4 

Rural 

Bed  Size:     Group  2  1 

Group  3  1 

Group  4  1 

Group  5  1 
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Admissions ;     Under  4,000 
Over  4,000 


1 
3 


Control:     Nonprofit  -  Other 


4 


State  Uniform  Reporting:  No 


4 


University:  Yes 


No 


0 
4 


B.     SUMMARY  OF  COST  ESTIMATES  BY  HOSPITALS 

Table  2  contains  our  cost  estimates  for  44  of  the  hospitals  in  the  study.  The 
remaining  part  of  this  chapter  contains  detailed  analyses  of  the  costs  for 
these  same  44  hospitals.    We  have  excluded  from  Table  2  the  cost  estimates  for 
four  hospitals  for  reasons  described  in  detail  below.     Unless  otherwise  noted, 
all  subsequent  tables  in  this  report  are  based  on  the  cost  estimates  for  the 
44  hospitals  represented  on  Table  2. 

Table  2  contains  the  following  information: 

1.  The  first  column  contains  the  hospital  identification  number  (I.D.).  We 
have  agreed  not  to  directly  identify  any  individual  participating  hospital 
with  their  respective  cost  results.     The  numbers  are,  therefore,  in  no 
particular  order  and  have  no  particular  meaning,  except  that  each  hospital 
will  be  consistently  referenced  by  the  same  number. 

2.  The  second,  third,  and  fourth  columns  of  Table  2  contain  our  estimates  of 
the  costs  of  meeting  SHUR  reporting  requirements  by  reclassifying  the  data 
and  information  currently  produced  by  the  hospital's  information  systems. 
This  approach  is  termed  "Option  1".     Table  2  groups  the  cost  estimates  for 
Option  1  into  two  categories: 
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TABLE  2 

SUMMARY  OF  COST  ESTIMATES  BY  HOSPITAL 
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(Note:     the  "%"  figures  are  our  cost  estimates  expressed  as  a  percent  of  1977  total 
operating  expenses  reported  to  AHA.) 
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cost  for  "Simple  Reclassifications",  those  reclassifications  which 
can  be  performed  with  no  additional  data  collection  and  neglible 
analysis;  and 

costs  for  "Reclassifications  with  Studies",  those  reclassifications 
which  require  additional  data  collection  and  analysis. 

3.  The  fifth  column  of  Table  2  contains  cost  estimates  expressed  as  a 
percentage  of  each  hospital's  total  operating  expenses  as  reported  to  AHA 
for  fiscal  year  ending  in  1977.     These  percentages  provide  a  basis  for 
evaluating  the  cost  impact  of  SHUR  relative  to  the  overall  costs  of  each 
hospital.     In  a  few  instances,  no  reliable  records  were  available,  and  no 
record  (N.R.)  is  indicated  in  the  column. 

4.  The  next  three  columns  of  Table  2  contain  our  estimates  of  the  costs  of 
meeting  SHUR  reporting  requirements  by  converting  a  hospital's  information 
system  to  collect  SHUR-required  data  on  an  ongoing  basis.     This  approach 
is  termed  "Option  2".     Table  2  groups  the  costs  for  Option  2  into  two 
categories: 

costs  expected  to  be  incurred  to  change  the  hospital's  current 
information  systems  (since  these  costs  are  expected  to  be  incurred 
only  once,  they  are  called  "one-time"  costs);  and 

the  additional  costs,  over  that  expended  for  the  current  system 
required  to  maintain  the  new  or  changed  systems  (those  costs  are 
called  "Ongoing  Costs"). 

5.  The  final  column  of  Table  2  expresses  the  total  of  the  Option  2  costs  as  a 
percent  of  the  hospital's  reported  total  operating  expenses. 

6.  The  entries  at  the  bottom  of  each  column  represent  the  averages  of  all  of 
the  cost  estimates  and  percentages  for  each  column.     The  total  Option  2 
costs  were  divided  by  43  because  no  Option  2  costs  were  available  for  one 
of  the  44  hospitals. 
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As  shown  on  Table  2,  the  average  of  our  cost  estimates  for  44  hospitals  is 
$11,498  for  Option  1,  and  $34,996  for  both  components  of  Option  2.  Within 
Option  1,  our  cost  estimates  for  Simple  Reclassifications  average  only 
$620.    On  the  other  hand,  our  cost  estimates  for  Reclassifications  with 
Studies  average  $10,878,  which  is  95  percent  of  the  total  average  costs 
estimated  for  Option  1.     For  the  Option  2  one-time  activities,  the  average 
of  our  cost  estimates  is  $12,741,  and  for  ongoing  activities  the  average 
is  $22,255. 

The  preceding  averages  are  for  the  hospitals  represented  on  Table  2.  We 
have  excluded  four  hospitals  from  Table  2  and  from  the  detailed  analysis 
which  we  present  in  subsequent  tables.     These  four  hospitals  are  excluded 
from  our  detailed  analysis  because  our  final  review  of  the  documentation 
of  the  field  work  disclosed  problems  which  we  have  been  unable  to  resolve 
at  this  time  without  further  consultation.     Schedule  1  shows  the  cost 
estimates  which  we  expect  to  result  from  the  resolution  of  these 
problems . 


Schedule  1;     Cost  Estimates  for  Hospitals  Omitted  from  the  Detailed 
Analysis 
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If  these  estimates  are  included  with  those  of  the  other  44  hospitals,  the 
average  of  our  cost  estimates  is: 

Schedule  2:     Revised  Estimates  for  Option  1  and  2  Totals 

For  Option  1  (48  Total) 

Simple  Reclassification  $  589 

Reclassification  with  Study  1 1 , 598 

Option  1  Total  $12,187 

For  Option  2  (47  Total) 

One-time  $14,304 

Ongoing  22,470 

Option  2  Total  $36,774 

These  averages,  as  well  as  the  results  for  most  of  the  hospitals,  indicate 
clearly  that  Option  2  is  likely  to  be  much  more  costly  than  Option  1. 

The  averages  of  all  our  cost  estimates  must  be  regarded  with  some  degree 
of  caution  as  we  found  wide  variation  within  our  sample.     Schedule  3 
provides  some  evidence  of  this  variation  for  the  hospitals  represented  on 
Table  2. 

Schedule  3:     Variations  Within  the  Cost  Estimates 

Low         High  Standard 
Average        Value        Value  Deviation 

Option  1 

Simple  Reclassification  $      620  $  0      $    9,898  $ 

Reclassification  With  Study     10,878  0  53,519 

Option  1  Total  $11,498  0         53,545  14,941 

Option  2 

One-time  $12,741  0  94,924 

Ongoing  22,255  0  146,844 

Option  2  Total  $34,996  0  195,388  48,967 

Subsequent  tables  will  demonstrate  that  such  variations  occur  not  only 
across  the  whole  sample,  but  also  within  subgroups  of  similar  types  of 
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hospitals.     Standard  deviations  which  measure  variability  were  computed 
for  the  option  totals.     The  relationship  between  these  figures  and  the 
averages  demonstrates  the  wide  disparity  of  results. 

In  addition  to  the  cost  estimates  and  their  averages,  Table  2  includes  the 
cost  estimates  for  each  option  expressed  as  a  percentage  of  the  hospital's 
reported  total  operating  expenses.     Again,  we  find  a  very  wide  range  of 
values:     from  zero  to  4.31  percent  for  Option  1;  and  from  zero  to  13.18 
percent  for  Option  2.     Forty-three  of  44  hospitals  had  percentages  less 
than  one  for  Option  1,  and  38  of  43  had  percentages  less  than  one  for 
Option  2.    Using  a  five  percent  criteria,  Option  2  costs  appear  to  repre- 
sent a  significant  incremental  cost  to  the  hospitals  in  only  two  cases. 

C.     EXPECTED  COST  IMPACT  OF  REQUIRING  THE  ONGOING  COLLECTION  OF  DATA  FOR  SHUR 
STATISTICS  AND  STANDARD  UNITS  OF  MEASURE 

The  purpose  of  this  section  is  to  present  our  estimates  of  the  cost  impact  of 
requiring  that  statistics  and  SUMs  be  produced  using  only  an  ongoing  systems 
approach,  Option  2. 

The  cost  estimates  shown  on  Table  2  were  created  using  the  methodology 
described  in  the  first  chapter.     This  methodology  required  that  we  estimate 
two  costs  for  resolving  each  SHUR  incompatibility  for  Option  1  and  Option  2. 
Under  Option  1,  a  hospital  would  use  estimation  techniques,  "studies",  when  it 
did  not  have  readily  available  data.     The  cost  estimates  on  Table  2  also 
represent  the  costing  of  an  Option  2  approach  for  all  incompatibilities. 

However,  some  hospital  industry  representatives  have  argued  that  certain  SHUR 
requirements  can  not  be  met  by  the  use  of  estimates  as  in  an  Option  1  type 
approach.     Specifically,  they  feel  that  such  an  approach  is  inadequate  for 
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producing  accurate  cost  allocation  statistics  and  SUMs.     The  only  apparent 
alternative  to  sampling  is  to  collect  the  relevant  data  on  an  ongoing  basis, 
i.e.,  to  take  a  "systems"  approach. 

We  estimate  that  requiring  a  systems  approach  for  statistics  and  SUMs  will 

increase  the  total  cost  to  the  44  hospitals  for  Option  1  by  approximately 

$262,012  or  52  percent.     This  will  increase  the  average  cost  estimate  from 

$11,498  to  $17,453.     Schedule  4  demonstrates  how  this  estimation  was  derived 

The  impact  is  considerable  and  demonstrates  the  relatively  high  costs  of 

producing  the  statistics  and  SUMs  on  a  complete  systems  basis. 

Schedule  4;     Cost  Impact  of  Requiring  a  Systems  Approach  for  Statistics 
and  SUMs 

Total  Average 

Option  1  Costs  From  Table  2                        $505,893  $11,498 

Less:     costs  included  in  the  above 

producing  statistics  and  SUMs 

via  "study"  approaches  91,448  2,078 

Option  1  less  statistics  and  SUMs 

costed  on  an  estimation  basis  414,445  9,420 

Add:     systems  costs  of  producing 
statistics  and  SUMs 

System  One-Time  Ongoing 

Statistics  &  SUMs      $54,585  $259,221 
Patient  Accounting      29, 195  10,459* 

Totals  83,780      269,680        353,460  8,033 

Option  1  Costs  Including  a 
Complete  Systems  Approach  for 

Statistics  and  SUMs  $767,905  $17,453 


*This  figure  excludes  hospital  number  40  because  of  the  significant 
negative  cost  estimate  of  $21,603. 
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D.     SUMMARY  OF  COST  ESTIMATES  BY  HOSPITAL  CATEGORIES 

The  purpose  of  Table  3  is  to  distribute  the  summary  costs  in  Table  2  across 
the  hospital  categories  illustrated  in  Table  1.     Costs  in  Table  3  are 
described  in  terms  of  low,  high  and  average  for  the  two  options.     The  key 
highlights  from  Table  3  are: 

1.  Regionally,  the  West  and  Northeast  are  lowest  in  almost  all  cost  areas. 
This  can  presumably  be  attributed  to  the  impact  of  uniform  reporting  in 
many  of  those  states.  To  the  other  extreme,  the  Southeast  emerges  with 
the  highest  averages  and  the  highest  costs  for  Options  1  and  2. 

2.  Urban  hospitals  incur  substantially  greater  Option  1  costs  on  the  average 
even  though  the  "high"  costs  for  rural  and  urban  hospitals  were  virtually 
the  same.     Similarly,  the  average  first  year  Option  2  costs,  ongoing  plus 
one-time,  are  substantially  higher  for  urban  hospitals,  and  "high"  costs 
for  each  are  virtually  the  same. 

3.  The  smallest  bed  size  group  clearly  does  not  have  the  least  cost  in  any 
area;  this  is  characteristic  of  Group  2.  Nor  does  the  largest  bed  size 
group  have  the  highest  cost  estimates  (except  in  one  case);  this  is 
generally  a  characteristic  of  Group  4.  This  seems  to  indicate  that  the 
largest  and  mid  size  bed  groups  (2,  3  and  5)  incur  the  lowest  cost  per 
bed,  while  the  higher  cost  per  bed  would  be  incurred  by  the  smaller  and 
above  average  bed  size  hospitals  (1  and  4). 

4.  The  admissions  under  4,000  group  is  clearly  the  least  costly  in  all  cost 
areas.     This  may  have  significance  relative  to  the  reduced  SHUR  reporting 
requirements  for  this  group. 
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TABLE  3 


SUMMARY  OF  COST  ESTIMATES 

BY  HOSPITAL 

CATEGORY 

0  P  T  I  0 

N  ONE 

O       f\       O       T1  O 

COSTS 

Hospital  Category 

Low 

nign 

Average 

Region:  Northeast 

$  o 

$33,335 

$  8,259 

oou  t  neas  t 

^  mft 

J  ,  UJ  o 

16  435 

Midwest 

1,057 

46,468 

15,134 

West 

1,271 

12,359 

3,821 

Geographic  Setting:  Urban 

U 

IK  OO/, 

15 , 824 

Rural 

U 

ZO, /OD 

&  ICQ 

o ,  /Dy 

Bed  Size:     Group  1 

1,057 

28,786 

8,966 

Group  2 

240 

6,872 

3,233 

Group  3 

U 

i  y , juy 

1  ,  DO  J 

Group  4 

0 

50,674 

18,895 

Group  5 

0 

53,545 

20,754 

A  *"1tti  l  o  c?  l  /"\  n  o  •          TTt"i      a.  V     ii  II  fill 

n 

9ft  7ftA 

ft 

Uvcl  HUvU 

i  j ,  ty*- 

Control:  Investor-Owned 

1,301 

50,674 

15,973 

Nonprofit  -  Municipal 

1  1QO 
I  ,  JOO 

, /Ob 

o  ,  5oZ 

Nonprofit  -  District 

1,516 

16,896 

7,850 

Nonprofit  -  Other 

0 

53,545 

12,133 

jtate  uniEorni  xveporLing.  res 

A 
U 

10  ICQ 

J  ,  JOO 

No 

1,057 

53,545 

15,283 

University:  Yes 

0 

29,532 

14,137 

No 

0 

53,545 

11,234 

OPTION  TWO 


Ongoing      Systems      Costs  One-Time     Systems  Costs 


Low 

High 

Average 

Low 

High 

Average 

0 

$100,464 

$20,072 

$  o 

$94,924 

$14,094 

3,896 

146,844 

33,817 

1 ,510 

50, 629 

18,442 

2,217 

52,006 

26,405* 

2,042 

26,463 

10,347 

1,593 

14,608 

4,917 

908 

21, 198 

7  ,066 

0 

100,464 

29,738 

0 

94,924 

17,899 

0 

146,844 

15,124* 

0 

45,740 

7,337 

1,593 

52,006 

13,347 

908 

19,207 

6,981 

240 

12,390 

4,255* 

0 

11 ,455 

4,272 

0 

146,844 

28,444 

0 

45,740 

11,727 

0 

100,464 

36,071 

0 

94,924 

24,284 

0 

95,086 

35,122 

0 

63,921 

20,509 

0 

52,006 

9,224* 

0 

19,207 

5,546 

U 

\  I.C     Q  A  A 

o o    n/.  c 

32 , yqo 

A 

94 , 924 

lo,437 

1,977 

73,484 

25,991 

0 

35,236 

14,877 

1,904 

22,278 

10,101 

1,510 

19,207 

7,818 

1,593 

146,844 

41,953 

908 

45,740 

17,547 

0 

100,464 

23,126* 

0 

94,924 

13,106 

0 

17,500 

3,794 

0 

21,198 

3,681 

239 

146,844 

31,289* 

0 

94,924 

16,667 

0 

95,086 

37,579 

0 

63,921 

21,481 

0 

146,844 

21,221* 

0 

94,924 

11,845 

*This  figure  excludes  hospital  number  40  because  of  the  significant 
negative  cost  estimate  of  $21,603. 
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5.  District  hospitals  show  the  highest  costs  in  all  but  two  areas,  and  have 
the  highest  one-time  Option  2  costs.    Municipal  hospitals,  however, 
generally  have  the  lowest  costs,  while  invest or -owned  hospitals  are 
usually  the  next  lowest  in  Option  1  and  not-for-profit  hospitals  tend  to 
be  the  next  lowest  under  Option  2. 

6.  Study  hospitals  in  states  with  uniform  reporting  requirements  predictably 
have  the  lower  costs.     The  relationship  between  costs  in  uniform  reporting 
hospitals  and  nonuniform  reporting  hospitals  range  from  one  to  five  and 
one  to  nine. 

7.  University  hospital  cost  estimates  are  generally  higher  than  for  other 
hospitals.     However,  the  relative  difference  is  considerably  less  in 
Option  1  than  Option  2. 

8.  Based  upon  the  categories  and  estimates  in  Table  3,  the  profile  of  the 
highest  average  cost  hospital  for  both  Options  1  and  2  would  have  the 
following  characteristics:     southeastern,  urban,  above  average  bed  size, 
university-affiliated,  organized  as  a  district  hospital,  over  4,000 
admissions  a  year  and  in  a  state  without  uniform  reporting.    On  the  other 
hand,  the  profile  of  the  lowest  average  cost  hospitals  for  Options  1  and  2 
would  have  the  following  combination  of  characteristics:     rural,  western, 
municipal,  below  average  bed  size,  under  4,000  admissions,  non-university- 
affiliated  and  located  in  a  uniform  reporting  state.     No  overall 
inferences  can  be  made,  however,  considering  our  limited  data  base. 

A  final  observation  on  this  table  is  the  significantly  lower  cost  in  the  state 
uniform  reporting  category.     In  some  of  those  hospitals,  we  were  able  to 
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estimate  the  cost  of  meeting  the  state's  existing  uniform  reporting 
requirements.     These  requirements  are  identical  to  SHUR's,  but  their  related 
costs  are  not  included  in  these  estimates  for  reasons  described  in  Chapter  I. 
For  information  purposes,  these  excluded  total  cost  estimates  are  summarized 
below  for  the  four  hospitals  in  which  the  estimates  were  prepared. 

Option  1   Option  2  

No.  of  Hospitals  One-Time  Ongoing  Total 

4  $32,190  $74,660  $90,997  $165,657 

In  addition  to  the  above,  a  study  hospital  in  a  nonuniform  reporting  state  was 
involved  with  a  voluntary  state  program  which  required  the  implementation  of  a 
recent  version  of  SHUR  as  a  condition  of  participation.     The  following 
estimates  prepared  at  that  hospital  which  were  attributable  to  meeting  that 
state's  program  requirements,  but  were  not  attributable  to  SHUR  and  this 
study: 

Option  1   Option  2  

No.  of  Hospitals  One-Time  Ongoing  Total 

1  $14,756  $10,400  $1,940  $12,340 

Administration  in  some  of  these  hospitals  felt  that  these  costs  are 
attributable  to  SHUR  and  wished  to  have  them  presented  in  this  report.  It 
should  also  be  noted  that  these  hospitals,  as  are  all  hospitals  in  uniform 
reporting  states,  are  relatively  more  familiar  with  SHUR  reporting 
requirements  than  hospitals  in  states  without  uniform  reporting.  These 
estimates  are  merely  cited  for  information  purposes. 

The  preceding  analyses  and  the  contents  of  Table  3  deal  with  one  characteristic 
at  a  time.     This  treatment  does  not  consider  the  interdependency  between 
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characteristics.    To  illustrate:     Table  3  shows  that  the  average  cost  estimate 


for  urban  hospitals  is  greater  than  for  non-urban  hospitals.     This  relates,  in 
large  measure,  to  the  fact  that  urban  hospitals  are  likely  to  have  more 
admissions.     Table  3  also  shows  that  hospitals  with  more  than  4,000  admissions 
have  a  higher  average  cost  estimate.    Unless  we  consider  both  characteristics 
simultaneously,  we  can  not  be  certain  as  to  the  major  influence  each  has  on 
our  estimates. 


Throughout  this  study  we  have  sensed  that  two  hospital  characteristics  have 
probably  the  greatest  influence  on  the  expected  costs  of  implementing  SHUR. 
These  characteristics  are  size  and  the  existence  of  current  state  uniform 
reporting  requirements.     Schedules  5  and  6  below  show  the  frequencies  and 
averages  of  our  cost  estimates  for  both  characteristics  simultaneously. 

Schedule  5  shows  the  frequencies  and  average  cost  estimates  for  Option  1. 

Several  conclusions  can  be  drawn  from  this  schedule: 

Taking  one  characteristic  at  a  time,  small  hospitals  had  much  lower 
cost  estimates  than  large  hospitals;  hospitals  in  states  with  uniform 
reporting  had  much  lower  cost  estimates  than  other  hospitals. 

Looking  within  any  single  category,  such  as  small  hospitals,  the 
preceding  conclusion  holds  true.     In  other  words,  small  hospitals  and 
hospitals  in  states  with  uniform  reporting  always  have  lower  average 
cost  estimates. 

Schedule  5  shows  that  small  hospitals  without  current  uniform 
reporting  have  significantly  higher  average  cost  estimates  ($8,185) 
than  large  hospitals  with  uniform  reporting  requirements  ($4,828). 
This  suggests  that  the  existence  of  current  state  uniform  reporting 
appears  to  be  a  more  dominant  influence  than  size. 
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Schedule  5:      Frequency  and  Average  of  Option  1  Cost  Estimates  by  Number  of 


Admissions  and  Uniform  Reporting  (Number  of  Study  Hospitals  in 
Parentheses) 


Number  of 

State 

Uniform  Rep 

orting 

 ,  S  

Admissions 

With 

Without 

Total 

Under  4,000 

$  789 
(5) 

$  8,185 
(14) 

$  6,239 
(19) 

Over  4,000 

$4,828 
(9) 

$21,494 
(16) 

$15,494 
(25) 

Total 

$3,386 
(14) 

$15,283 
(30) 

$11,498 
(44) 

Schedule  6  demonstrates  that  the  same  relationships  are  true  for  Option  2  co 
estimates . 

Schedule  6;      Frequency  and  Average  of  Option  2  Cost  Estimates  by  Number  of 
Admissions  and  Uniform  Reporting  Requirements 


Number  of 

State 

Uniform  Report 

ing 

Admissions 

With 

Without 

Total 

Under  4,000 

$  1,858 
(5) 

$18,742 
(14) 

$14,299 
(19) 

Over  4,000 

$11,048* 
(8)* 

$71,581 
(16) 

$51,403* 
(24)* 

Total 

$  7,513 
(13) 

$46,913 
(30) 

$35,001 
(43) 

*This  figure  excludes  hospital  number  40  because  of  the  significant 
negative  cost  estimate  of  $21,603. 
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E.     MAJOR  INCOMPATIBILITIES 

For  the  44  hospitals,  we  found  a  very  large  number  of  different 
incompatibilities  as  shown  on  Table  4.     (Appendix  A  provides  detailed 
descriptions  of  the  99  major  incompatibilities.) 

The  first  two  columns  of  Table  4  show  the  number  and  percentage  of  study 
hospitals  which  experienced  each  incompatibility.     The  most  frequently 
occurring  incompatibilities  and  their  relative  frequencies  are: 

.1.     Number  43  -  the  SHUR  report  preparation:     93  percent  of  the  hospitals 
incurred  additional  costs  for  this. 

2.  Number  77  -  miscellaneous  functional  cost  centers  combined:     59  percent 
the  hospitals  were  affected. 

3.  Number  7  -  the  costs  of  non-capitalizable,  non-routine  maintenance  and 
repairs  directly  assignable  to  receiving  cost  center:     59  percent  of  the 
hospitals  were  affected. 

4.  Number  2  -  payroll-related  employee  benefits  not  reported  in  the  cost 
center  in  which  the  employee's  compensation  is  reported:     52  percent  of 
the  hospitals  were  effected. 

5.  Number  26  -  the  relative  value  units  for  social  services  are  not 
accumulated:     50  percent  of  the  study  hospitals  were  affected. 

6.  Number  81  -  depreciation  and  rent/lease  on  equipment  utilized  by  a 
functional  cost  center  is  not  directly  assigned  to  that  cost  center:  50 
percent  of  the  study  hospitals  were  affected. 


54 


TABLE  4 


SUMMARY  OF  INCOMPATIBILITIES  AND  COSTS  OF 
RESOLUTION  VIA  OPTION  ONE 


RESOLUTION  VIA 


Number  of 

Percent 

Number 

Percent  of 

Hospitals  With 

of  Study 

of 

Hospitals 

Incompatibility 

Incompatibility 

Hospitals 

Hospitals 

W/Inc. 

01 

Salaries  Not  in  Cost  Center 

Where  Employee  Works 

15 

34 

7 

47 

02 

Payroll  Emp  Ben  Not  Allocated 

Per  SHUR 

23 

52 

15 

65 

03 

Nonpayroll  Emp  Ben  Not 

Allocated  Per  SHUR 

16 

36 

12 

75 

04 

Cost  of  Med/Surg  Supp  Not  Shown 

in  Own  Cost  Center 

13 

30 

11 

85 

05 

Rev  From  Sale  of  M/S  Supp  Not 

in  Own  Rev  Center 

7 

16 

5 

71 

06 

Cost  &  Rev  Re  Sale  of  Pharm  Not 

in  Own  Centers 

17 

39 

14 

82 

07 

Noncap  Maint/Rep  Cost  Not  in 

Receiving  Cost  Center 

26 

59 

11 

42 

08 

Pat  Trans  Cost  Not  Shown  in 

Admitting  Cost  Center 

6 

14 

2 

33 

09 

Nurs  Insvc  Ed  Admin  Cost  Not 

in  Nsg  Admin  Center 

18 

41 

9 

50 

10 

Recovery  Room  Costs  Inc  in 

Oper  Room  Cost  Center 

12 

27 

7 

58 

11 

Blood  Exp  &  Rev  Inc  in  Bid 

Storing  &  Processing 

6 

14 

3 

50 

12 

Pulm  Funct  Exp  &  Rev  Inc  in 

Resp  Ther  Center 

15 

34 

7 

47 

13 

Admin  Court  &  Policy  Disc  Inc 

in  Cont  Adj  Other 

3 

7 

3 

100 

14 

Other  Ded  From  Rev  Inc  in 

Cont  Adj  Other 

1 

2 

1 

100 

15 

Cafeteria  Exp  Included  in 

Dietary 

20 

45 

13 

65 

16 

Disposable  Cost  Not  Included 

in  Laundry 

4 

9 

2 

50 

17 

Soc  Svc  Exp  Included  in  Hosp 

Admin  Cost  Center 

1 

2 

1 

100 

18 

Security  Exp  Inc  in  Housekeeping 

Cost  Center 

1 

2 

1 

100 

19 

Cent  Svc  Labor  Cost  Included  in 

Operating  Room 

1 

2 

0 

0 

20 

Pat  A/C  Admtg  &  Reg  Incl  in 

Hosp  Admin  Cost  Center 

8 

18 

3 

38 

21 

Purch/Stores  Exp  Incl  in  Cent 

Svc  Cost  Center 

4 

9 

1 

25 

22 

Med  Staff  Svcs  Not  Handled 

Per  SHUR  Requirements 

20 

45 

15 

75 

SIMPLE  RECLASS 


RESOLUTION      VIA      RECLASS      WITH      STUDY        OPTION  ONE 


Number    Percent  of  TOTAL  COSTS 


Cost 

s 

of 

Hospitals 

Hospitals 
W/Inc. 

Cost 

s 

Low 

High 

Average 

■ow 

High 

Average 

 2  

Low 

High 

Average 

0 

$142 

$36 

8 

53 

$595 

$14,823 

$5,354 

$  o 

$14,823 

$2,873 

0 

192 

41 

8 

35 

12 

1,075 

279 

0 

1,075 

124 

0 

281 

47 

4 

25 

12 

237 

80 

0 

281 

55 

0 

89 

17 

2 

15 

216 

405 

311 

0 

405 

62 

0 

81 

26 

2 

29 

9 

108 

59 

0 

108 

35 

0 

19 

7 

3 

18 

18 

5,852 

2,277 

0 

5,852 

408 

0 

40 

6 

15 

58 

43 

9,456 

1,209 

0 

9,456 

700 

7 

16 

11 

4 

67 

63 

840 

412 

7 

840 

278 

o 

19 

5 

9 

50 

43 

1 ,288 

541 

o 

1,288 

273 

0 

8 

31 

5 

42 

45 

441 

226 

o 

441 
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7.  Number  15  -  cafeteria  expenses  are  included  in  the  dietary  cost  center, 
and  not  reported  as  a  separate  functional  cost  center:     45  percent  of  the 
hospitals  were  affected. 

8.  Number  22  -  the  hospital-based  physicians  professional  component  expenses 
are  not  reported  in  the  medical  staff  services  cost  center:     45  percent  of 
the  hospitals  were  affected. 

9.  Number  44  -  the  SUMs  for  physical  therapy  not  accumulated.     45  percent  of 
the  study  hospitals  were  affected. 

The  preceding  are  the  most  frequently  occurring  incompatibilities.     The  next 
section  will  describe  their  relative  costliness  for  Option  1. 

F.     COSTS  OF  OPTION  1  BY  INCOMPATIBILITY  AND  METHOD  OF  RECLASSIFICATION 
Table  4  also  describes  our  cost  estimates  for  Option  1  by  incompatibility  and 
by  type  of  reclassification  (simple  or  with  study).     The  following 
incompatibilities  were  found  to  have  the  highest  average  costs  of  resolution 
via  Option  1: 

1.  Number  99  -  costs  and  revenues  from  the  sale  of  medical  and  surgical 
supplies  and  pharmacy  -  issued  supplies  and  materials  are  not  reported  in 
the  medical  supplies  sold  and  drugs  sold  cost  and  revenue  centers: 
average  Option  1  total  cost  estimate,   $4,500;  percent  of  hospitals,  2. 

2.  Number  1  *-  salary  cost  not  assigned  directly  to  the  functional  cost 
centers  in  which  the  employee  works:     average  Option  1  total  cost  estimate 
$2,873;  percent  of  hospitals,  34. 
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3.     Number  47  -  the  costs  incurred  in  transporting  patients  to  and  from 

ancillary  departments,  and  to  the  daily  routine  hospital  service  at  time 
of  admission,  are  not  transferred  to  those  appropriate  ancillary  cost 
centers  and  to  the  inpatient  admitting  cost  center,  respectively:  average 
Option  1  total  cost  estimate,  $1,916;  percentage  of  hospitals,  9. 

Three  incompatibilities  accounted  for  52  percent  of  the  total  costs  estimated 

for  Option  1  for  the  study  hospitals  as  shown  in  Schedule  7  below. 

Schedule  7;     Contribution  to  Cost  Estimates  of  Three  Major  Incompatibilities 

Number  of      Average  Total 
Hospitals        Cost  Cost 

Number  1:     salaries  not  in  cost 
center  where  employee 

works  15  $2,873     $  43,095 

Number  7:     costs  of  assigning  non- 
capitalizable,  non-routine 
maintenance  and  repairs  in 
the  appropriate  cost 

centers  26  700  18,200 

Number  43:     preparation  of  SHUR 

report  41  4,895  200,695 

Total  $261,990 
Costs  Above  -  Total  Option/Costs  =  Percentage 
$261,990      -  $505,893  =  51.8% 

The  main  body  of  Table  4  shows  the  average  ranges  of  our  cost  estimates  for 
each  incompatibility  and  type  of  reclassification  effort  involved.     A  major 
point  of  interest  from  these  data  is  that  certain  incompatibilities  have 
relatively  high  costs  of  implementation  because  the  method  of  resolution 
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requires  a  special  study.     The  following  schedule  summarizes  incompatibilities 
and  the  average  of  our  cost  estimates  for  their  resolution  via  reclassifica- 
tion with  study: 

Schedule  8;     Incompatibilities,  Average  Costs  and  Percentages  for  Study 
with  Reclassifications 


Percent  of 
Hospitals  With 
Average        The  Incompatibility 
Incompatibility  Cost  Estimates  that  Required  Study 

Number  1:     salary  cost  not  assigned 

directly  to  the  functional 
cost  centers  in  which  the 

employee  works  5,354  53 

Number  43:     preparation  of  SHUR 

report  4,895  100 


Number  99:  costs  and  revenues  from  the 
sale  of  medical  and  surgical 
supplies  and  pharmacy-issued 
supplies  and  materials  are  not 
reported  in  the  madical 
supplies  sold  and  drugs  sold 

cost  and  revenue  centers  4,500  100 

Table  5  illustrates,  by  the  six  hospital  categories,  the  percentage  of 
hospitals  with  the  most  frequent  types  of  incompatibilities.     It  may  be 
generally  observed  that  hospitals  with  over  4,000  admissions  had  far  fewer 
incompatibilities  than  those  having  admissions  under  4,000.  Another 
observation  was  that  the  hospitals  in  states  with  previously  mandated  uniform 
reporting  systems  had  fewer  incompatibilities  than  those  in  other  states. 

This  is  borne  out  by  reference  to  the  regional  figures  which  show  far  fewer 
incompatibilities  in  hospitals  in  the  Northeast  and  West,  both  regions 
containing  states  under  either  SHUR  or  SHUR-like  systems. 
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TABLE  5 


PERCENTAGE  OF  HOSPITALS  IN  EACH  CATEGORY  WHICH  EXPERIENCED 
EACH  MAJOR  TYPE  OF  INCOMPATIBILITY 


NUMBER  OF  ADMISSIONS  TYPE  OF  CONTROL 

Investor   Nonprofit 


Incompatibility  Under  4000    Over  4000    Owned      Municipal    District  Other 


01 

Salaries  Not  in  Cost  Center 

Where  Employee  Works 

32 

36 

50 

25 

50 

31 

02 

Payroll  Emp  Ben  Not  Allocated 

Per  SHUR 

58 

48 

67 

75 

50 

42 

03 

Nonpayroll  Emp  Ben  Not 

Allocated  Per  SHUR 

26 

44 

50 

38 

0 

38 

04 

Cost  of  Med/Surg  Supp  Not  Shown 

in  Own  Cost  Center 

37 

24 

17 

38 

50 

27 

05 

Rev  From  Sale  of  M/S  Supp  Not 

in  Own  Rev  Center 

11 

16 

0 

25 

50 

8 

06 

Cost  &  Rev  Re  Sale  of  Pharm  Not 

in  Own  Centers 

53 

28 

33 

50 

50 

35 

07 

Noncap  Maint/Rep  Cost  Not  in 

Receiving  Cost  Center 

63 

56 

83 

88 

75 

42 

08 

Pat  Trans  Cost  Not  Shown  in 

Admitting  Cost  Center 

21 

8 

0 

38 

0 

12 

09 

Nurs  Insvc  Ed  Admin  Cost  Not 

in  Nsg  Admin  Center 

47 

36 

17 

63 

75 

35 

10 

Recovery  Room  Costs  Inc  in 

Oper  Room  Cost  Center 

42 

16 

17 

50 

25 

23 

11 

Blood  Exp  &  Rev  Inc  in  Bid 

Storing  &  Processing 

26 

4 

0 

38 

25 

8 

12 

Pulm  Funct  Exp  &  Rev  Inc  in 

Resp  Ther  Center 

37 

32 

33 

38 

75 

27 

15 

Cafeteria  Exp  Included  in 

Dietary 

63 

32 

50 

75 

75 

31 

20 

Pat  A/C  Admtg  &  Reg  Incl  in 

Hosp  Admin  Cost  Center 

37 

4 

17 

38 

25 

12 

22 

Med  Staff  Svcs  Not  Handled 

Per  SHUR  Requirements 

37 

44 

0 

75 

50 

38 

24 

Other  Insurance  Combined  With 

Malpractice  Ins 

21 

8 

0 

50 

0 

8 

25 

Disposable  Linen  Not  Inc  in 

Laundry  SUM 

32 

4 

17 

25 

0 

15 

26 

Social  Services  SUM  Not 

Maintained 

42 

56 

83 

63 

50 

38 

27 

Gross  Square  Feet  Not  Measured 

Per  SHUR 

26 

24 

17 

38 

25 

23 

29 

SUMs:     Operating  Room,  Recovery 

Room,  Anesth 

32 

16 

17 

50 

0 

19 

30 

SUMs:     Laboratory  &  Pathology 

21 

8 

33 

25 

0 

8 

31 

SUMs:     Blood  &  Blood  Storing 

&  Processing 

21 

12 

17 

38 

25 

8 

TEACHING?     STATE  UNIFORM  REPORTING?  URBAN? 


REGION 


Yes  No  Yes  No  Yes  No      Northeast    Southeast    Midwest  West 

40  33  7  47  22  48  14  44  62  13 

20  56  14  70  52  52  36  78  69  25 

40  36  29  40  43  29  21  56  38  38 

20  31  29  30  22  38  14  22  38  50 

20  13  0  20  13  14  14  33  8  0 

40  38  36  40  26  52  21  44  46  50 

20  64  43  67  48  71  36  89  54  75 

20  13  7  17  13  14  14  11  15  13 

20  44  36  43  30  52  29  56  31  63 

0  31  29  27  17  38  0  33  38  50 

0  15  14  13  4  24  0  11  23  25 

20  36  7  47  30  38  7  67  54  13 

0  51  29  53  35  57  7  89  62  38 

0  21  14  20  0  38  0  33  28  25 

20  44  14  53  39  43  29  67  46  25 

0  15  14  13  4  24  0  22  15  25 

0  18  7  20  13  19  7                  0  38  13 

20  54  43  53  57  43  14  67  62  75 

20  26  21  27  26  24  14  33  31  25 

0  26  7  30  17  29  0  22  54  13 

0  15  7  17  9  19  0  11  38  0 

0  18  29  10  13  19  0                  0  23  50 
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TABLE  5 


PERCENTAGE  OF  HOSPITALS  IN  EACH  CATEGORY  WHICH  EXPERIENCED 
EACH  MAJOR  TYPE  OF  INCOMPATIBILITY 


NUMBER  OF  ADMISSIONS  TYPE  OF  CONTROL 

Investor   Nonprofit 


Incompatibility  Under  4000    Over  4000    Owned      Municipal    District  Other 


32 

EKG  SUM  Is  Not  Maintained 

53 

28 

50 

63 

50 

27 

33 

SUMs:     Radiology,  Resp  Ther 

&  Pulm  Function 

21 

8 

17 

25 

0 

12 

34 

Cafeteria  Statistic  Is  Not 

Maintained 

21 

4 

0 

25 

25 

8 

36 

Housekeeping  Statistic  Is 

Not  Maintained 

53 

12 

33 

63 

50 

15 

37 

Pharmacy  Statistic  Is  Not 

Maintained 

11 

16 

33 

25 

0 

8 

38 

Central  Service  Stat  Is  Not 

Maintained 

21 

12 

17 

38 

0 

12 

39 

Nursing  Admin  Statistic  Is 

Not  Maintained 

21 

8 

0 

25 

25 

12 

40 

EDP  Costs  Not  Allocated 

Using  CPU  Time 

26 

56 

50 

38 

50 

35 

42 

Conversion  to  SHUR  Chart  of 

Accounts 

0 

0 

0 

0 

0 

0 

43 

Cost  of  Preparing  SHUR 

Report 

100 

92 

100 

100 

100 

92 

44 

Physical  Therapy  SUM  Is  Not 

Maintained 

63 

28 

50 

63 

25 

38 

45 

Laundry  Statistic  Is  Not 

Maintained 

21 

12 

17 

25 

50 

8 

47 

Pat  Trans  Cost  Not  Transf  to 

Ancillary  &  Admit 

16 

4 

0 

13 

0 

12 

51 

Med  Care  Rev  Not  Maintained  as 

Discrete  Center 

42 

8 

50 

25 

25 

15 

52 

Lab  SUM  Not  Maintained 

16 

0 

0 

25 

0 

4 

53 

Radiology  SUM  Not  Maintained 

26 

4 

17 

38 

25 

4 

61 

Leases  &  Rentals  Not  Reported 

in  Their  Own  Center 

0 

16 

0 

13 

25 

8 

69 

SUMs:  Neurology 

16 

12 

17 

13 

25 

12 

72 

Nonnurs  Insvc  Ed  Not  Charged 

to  Approp  Cost  Center 

21 

20 

0 

25 

25 

23 

73 

Pat  Transp  Cost  Not  Shown 

in  Approp  Cost  Centers 

11 

32 

33 

13 

25 

23 

74 

Misc  Depreciation  Combina- 

tions Not  Per  SHUR 

11 

8 

17 

0 

0 

12 

75 

Misc  Balance  Sheet  Combina- 

tions Not  Per  SHUR 

32 

56 

0 

38 

0 

65 

76 

Blood  &  Bid  Storing  Inc  in 

Clin  Lab 

16 

12 

33 

0 

0 

15 

77 

Misc  Functional  Cost  Centers 

Combined 

58 

64 

83 

75 

75 

50 

TEACHING?     STATE  UNIFORM  REPORTING? 


URBAN? 


Yes  No  Yes  No  Yes 

0  44  50  33  30 

0  15  0  20  9 

0  13  0  17  0 

0  33  29  30  9 

0  15  7  17  13 

0  18  7  20  13 

0  15  0  20  4 

20  46  2  9  50  48 

0  0  0  0  0 

40  100  93  97  91 

60  46  50  40  35 

20  18  7  20  9 

0  10  0  13  4 

0  26  14  27  13 

0  8  0  10  0 

0  15  7  17  4 

0  10  14  7  17 

0  15  21  10  17 

0  23  14  23  26 

20  23  36  17  30 

20  8  7  10  9 

80  41  64  37  65 

0  15  29  7  17 

40  64  29  77  57 


 REGION  

No      Northeast    Southeast    Midwest  West 


48  7  44  38  88 

19  0  22  31  0 

24  0  22  23  0 

52  0  33  46  50 

14  7  11  23  13 

19  0  11  38  13 

24  0  22  31  0 

38  36  67  31  50 

0  0  0  0  0 

100  93  89  100  100 

52  7  44  54  88 

24  0  44  15  13 

14  0  11  15  13 

33  0  33  38  25 

14  0  11  8  13 

24  0  44  8  13 

0  0  22  0  25 

10  0  11  15  38 

14  14  22  23  25 

14  7  33  15  50 

10  7  22  8  0 

24  43  22  31  100 

10  0  11  15  38 

67  43  78  77  50 
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TABLE  5 


PERCENTAGE  OF  HOSPITALS  IN  EACH  CATEGORY  WHICH  EXPERIENCED 
EACH  MAJOR  TYPE  OF  INCOMPATIBILITY 


NUMBER  OF  ADMISSIONS  TYPE  OF  CONTROL 


Investor 

Nonprofit 

Incompatibility  Under 

■  4000 

Over  4000 

Owned 

Municip 

al  District 

Other 

78    Misc  SUMs  Not  Accumulated 

58 

32 

83 

50 

50 

31 

79    Misc  Rev  Accounts 

Not  Maintained 

58 

56 

17 

50 

0 

77 

80    Misc  Expense  Accounts 

Not  Maintained 

53 

72 

17 

88 

25 

73 

81    Dep  &  Rent /Lease  on  Equip 

Not  in  Funct  Cost  Center 

42 

40 

33 

50 

50 

35 

82    Med  Supp  Overhead  Not  in 

Central  Services 

21 

8 

0 

25 

25 

12 

85    Fair  Market  Value  of  Blood 

Not  Recorded 

11 

12 

0 

25 

0 

12 

87    Payroll  Does  Not  Have  Natural 

Exp  Class 

11 

24 

33 

25 

50 

8 

88    Natural  Class  of  Expenses 

Not  Maintained 

11 

24 

33 

13 

25 

15 

90    Related  Organization  is  Not 

According  to  SHUR 

0 

8 

33 

0 

0 

0 

91    Misc  Statistics  Not  Accumulated 

16 

20 

17 

13 

0 

23 

96    Miscellaneous  Costs 

0 

4 

0 

0 

0 

4 

98    Plant  Asset  Ledger  by  Cost 

Center  Not  Maintained 

5 

4 

17 

0 

0 

4 

99    Med  Supp  &  Drugs  Sold  Not 

Handled  Per  SHUR 

0 

4 

17 

0 

0 

0 

TEACHING?     STATE  UNIFORM  REPORTING?  URBAN? 

REGION 


Yes 

No 

Yes 

No 

Yes 

No 

Northeast 

Southeast 

Midwest 

West 

20 

46 

29 

50 

43 

43 

29 

56 

62 

25 

100 

51 

14 

77 

57 

57 

64 

56 

69 

25 

40 

67 

29 

80 

■7  O 

78 

48 

29 

89 

62 

100 

20 

44 

21 

50 

43 

38 

29 

89 

38 

13 

0 

15 

7 

17 

13 

14 

7 

22 

15 

13 

A 

0 

1 J 

7 

13 

17 

c 

J 

7 

1 1 

15 

1  J 

20 

18 

50 

3 

30 

5 

14 

44 

15 

0 

40 

15 

7 

23 

22 

14 

21 

44 

8 

0 

0 

5 

0 

7 

9 

0 

0 

11 

8 

0 

0 

21 

0 

27 

17 

19 

14 

11 

38 

0 

0 

3 

0 

3 

0 

5 

1 

0 

0 

0 

0 

5 

0 

7 

4 

5 

0 

11 

8 

0 

0 

3 

0 

3 

4 

0 

0 

11 

0 

0 
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Incompatibility  number  48,  plant  asset  ledger  not  maintained  by  cost  center, 
requires  that  depreciation  expense  on  major  moveable  equipment  be  assigned  to 
the  using  departments  only  for  assets  acquired  after  the  effective  date  of 
SHUR.     But,  this  is  not  required  for  those  assets  acquired  prior  to  the 
effective  date  of  SHUR,  unless  the  hospital  had  already  maintained  the 
necessary  records  (a  paraphrase  of  Section  1383,  SHUR  Manual).  Several 
hospitals,  which  have  not  maintained  such  records,  recognized  the  resulting 
problems  of  incomparability  if  an  inventory  and  valuation  were  not  available 
for  those  assets  acquired  prior  to  SHUR.     Estimates  for  these  efforts  ranged 
from  approximately  $5,000  to  $30,000  for  Option  1  and  2  at  those  hospitals. 
However,  these  costs  have  been  excluded  as  an  incompatibility  because  it  is 
not  a  requirement  of  SHUR.     This  position  has  been  confirmed  by  our  HCFA 
Project  Officer. 

G.     AVERAGE  COST  ESTIMATES  BY  INCOMPATIBILITY  AND  HOSPITAL  CATEGORY  FOR  OPTION  1 
Table  6  summarizes  the  average  cost  estimates  for  Option  1  for  the  most 
frequent  types  of  incompatibilities  within  the  six  basic  hospital  categories. 
It  is  apparent  that  the  average  costs  for  hospitals  in  states  with  a  uniform 
reporting  system  were  substantially  lower  than  for  those  in  other  states.  The 
average  costs  per  hospital  by  region  supports  this  conclusion,  since  the 
western  region  containing  California,  which  has  a  SHUR-like  uniform  reporting 
system,  shows  far  less  cost  per  incompatibility  in  general  than  the  other 
regions . 
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TABLE  6 


AVERAGES  OF  COST  ESTIMATES  FOR  OPTION  ONE  -  RECLASSIFICATION  OPTION  - 
BY  INCOMPATIBILITY  AND  HOSPITAL  CATEGORY 


NUMBER  OF  ADMISSIONS  TYPE  OF  CONTROL 


Incompatibility                              Under  4000 

Over  4000 

Investor 
Owned 

Nonprofit 
Municipal  District 

Other 

01 

Salaries  Not  in  Cost  Center 

Where  Employee  Works  $1 

,723 

$3,449 

$5,886 

$2,659 

$2,761 

$1,623 

02 

Payroll  Emp  Ben  Not  Allocated 

Per  SHUR 

67 

176 

31 

72 

25 

204 

03 

Nonpayroll  Emp  Ben  Not 

Allocated  Per  SHUR 

85 

41 

13 

21 

o 

78 

04 

Cost  of  Med/Surg  Supp  Not  Shown 

in  Own  Co<!t  Hpnfpr 

13 

119 

0 

12 

153 

X  J  J 

66 

05 

Rpv  From  S;i1p  nf  M/S   Sudd  Not 

l\ c  v     l  L  \J ill    ja  lc     w x.    11/  u           r  r 

XL!     V/WU     I\C  V  UCLILCL 

X  J? 

44 

0 

1  5 

X  J 

69 

7 

06 

f*nst*   &  Ppv  Pp   Qalp   nf  Pharm  Not- 

in  Own  Centers 

9 

978 

9 

14 

482 

655 

\J  J  J 

07 

Nnnpfl^  M,aint*/Rpn   P.rtQt"   Nr»t*  in 

11  KJll  v-Cl  LI     Ual  11  L  /  L\C  LS      V_/  O  O  L-      11UL      J_  LI 

Rpppi  vi  no  Pr*Q  f*    Ppn  t"  pt* 

1  92 

1 , 121 

159 

431 

271 

dm  /  X 

1, 195 

08 

t  Trfln?   f!n<;  t  Not   Shown  in 

L  a.  L.       J.  J.  CXll  O       WV-'OL.       llU  L       iJl  1  WW  Li       -L  U 

AHttii  t*  t"  i  no  Pricf    fpn  f*  pr 

\  56 

446 

n 

1  91 

X  7l 

o 

302 

09 

Mnrs  Tnsvc  Ed  Admin  Cos t  Not 

l n   Mc  o   AHmi n  Ppnhpr 

X  Ll     li  O  g     rtUllll  11  UCL1LCL 

1  9 

X  J 

597 

7  1 2 
/  it 

1  ft 
X  \J 

X  7J 

3QA 

10 

Recover v  Room  Costs  Tnc  in 

Oper  Room  Cost  Center 

116 

104 

1 1 

124 

145 

1  1U 

11 

Blood  Exp  &  Rev  Inc  in  Bid 

Storing  &  Processing 

46 

463 

o 

75 

3 

233 

12 

Pulm  Funct  Exp  &  Rev  Inc  in 

Resp  Ther  Center 

52 

467 

384 

20 

324 

329 

15 

Cafeteria  Exd  Included  in 

Dietary 

27 

143 

8 

18 

265 

69 

20 

Pat  A/C  Admtg  &  Reg  Incl  in 

Hosp  Admin  Cost  Center 

165 

0 

189 

61 

705 

27 

22 

Med  Staff  Svcs  Not  Handled 

Per  SHUR  Requirements 

84 

105 

37 

73 

13 

141 

24 

Other  Insurance  Combined 

With  Malpractice  Ins 

7 

0 

0 

7 

0 

0 

25 

Disposable  Linen  Not  Inc  in 

Laundry  SUM 

315 

78 

0 

96 

0 

443 

26 

Social  Services  SUM  Not 

Maintained 

145 

904 

347 

141 

15 

1,135 

27 

Gross  Square  Feet  Not  Measured 

Per  SHUR 

261 

582 

21 

414 

183 

558 

29 

SUMs:     Operating  Room,  Recovery 

Room,  Anesth 

185 

604 

126 

205 

0 

516 

30 

SUMs:     Laboratory  &  Pathology 

136 

871 

46 

246 

0 

1,264 

STATE 

TEACHING?      UNIFORM  REPORTING? 


URBAN? 


REGION 


Yes 


No 


Yes 


No 


Yes 


No 


Northeast  Southeast  Midwest  West 


$      44      $3,072  $    0  $2,873 

0  130  0  136 

129  45  23  63 

0  67  4  88 

0  41  0  35 

2,933  71  4  532 

280  689  0  867 

840  138  51  270 

872  238  40  363 

0  112  31  153 

0  116  7  170 

1,260  203  0  274 

0  71  0  71 

0  145  0  145 

0  100  21  103 

0  5  0  7 

0  280  0  327 

3,602  486  484  670 

1,180  361  119  506 

0  353  103  380 

0  451  0  451 


$4,253  $1,758 
174  70 


44 
99 
28 
980 
1,351 
337 
556 
90 
463 
459 
46 
0 

123 

0 

47 

967 

617 

604 
1,261 


74 
39 
46 
96 

209 

165 
93 

124 
46 

111 
87 

145 
71 
6 

455 

13  9 

218 

185 
127 


$  25 
79 
103 
203 
7 

1,960 
142 
480 
494 
0 
0 

1,260 
7 
0 
54 
0 
63 
73 
697 

0 

92 


$6,994  $1,675 
121  198 


16 
153 
56 
250 
1,339 
579 
269 
198 
177 
293 
147 
329 
113 
4 
0 

367 

233 

125 
47 


85 
16 
10 
6 

689 

26 

349 

126 

168 

148 

35 

36 

134. 

10 

380 

1,131 

616 

454 
604 


$  0 
8 

23 
4 
0 
4 
11 
51 
40 
31 
7 
50 
0 
31 
18 
0 
0 

405 
119 

103 
0 


66 


TABLE  6 


AVERAGES  OF  COST  ESTIMATES  FOR  OPTION  ONE  -  RECLASSIFICATION  OPTION  - 
BY  INCOMPATIBILITY  AND  HOSPITAL  CATEGORY 


NUMBER  OF  ADMISSIONS  TYPE  OF  CONTROL 


Investor   Nonprofit 


Incompatibility                              Under  4000 

Over  4000 

Owned 

Municipal 

District 

Other 

31 

SUMs:     Blood  &  Blood  Storing 

&  Processing  $ 

16 

$  39 

$  0 

$ 

21 

$  1 

$  58 

32 

EKG  SUM  Is  Not  Maintained 

69 

59 

50 

61 

158 

47 

33 

SUMs:     Radiology,  Resp  Ther 

&  Pulm  Function 

127 

600 

367 

24 

0 

509 

34 

Cafeteria  Statistic  Is  Not 

Maintained 

592 

30 

0 

7 

30 

1,177 

36 

Housekeeping  Statistic  Is 

Not  Maintained 

101 

80 

19 

133 

20 

127 

37 

Pharmacy  Statistic  Is  Not 

Maintained 

84 

1 

2 

84 

0 

0 

38 

Central  Service  Stat  Is  Not 

Maintained 

118 

0 

0 

136 

0 

22 

39 

Nursing  Admin  Statistic  Is 

Not  Maintained 

26 

105 

0 

5 

78 

63 

40 

EDP  Costs  Not  Allocated 

Using  CPU  Time 

28 

710 

817 

32 

68 

887 

42 

Conversion  to  SHUR  Chart  of 

Accounts 

0 

0 

0 

0 

0 

0 

43 

Cost  of  Preparing  SHUR  Report  2 

,951 

6\439 

5,391 

4 

,492 

1,168 

5,322 

44 

Physical  Therapy  SUM  Is  Not 

Maintained 

159 

504 

271 

107 

3 

432 

45 

Laundry  Statistic  Is  Not 

Maint  ained 

885 

280 

1,629 

690 

483 

203 

47 

Pat  Trans  Cost  Not  Transf  to 

Anf*i  1  1  aru   JL    AH  mi  ^ 

1 49 

7,216 

0 

SO 

0 

2,537 

51 

Med  Care  Rev  Not  Maintained  as 

Discrete  Center 

42 

30 

17 

27 

.  3 

72 

52 

Lab  SUM  Not  Maintained 

402 

0 

0 

72 

0 

1,062 

53 

Radiology  SUM  Not  Maintained 

227 

3,311 

21 

1 

,115 

572 

505 

61 

Leases  &  Rentals  Not  Reported 

in  Their  Own  Center 

0 

492 

0 

1 

,917 

22 

15 

69 

SUMs:  Neurology 

42 

66 

35 

58 

85 

47 

72 

Nonnurs  Insvc  Ed  Not  Charged 

to  Approp  Cost  Center 

60 

216 

0 

4 

456 

143 

73 

Pat  Transp  Cost  Not  Shown 

in  Approp  Cost  Centers 

73 

944 

288 

125 

266 

1,121 

74 

Misc  Depreciation  Combina- 

tions Not  Per  SHUR 

507 

1,435 

1,488 

0 

0 

725 

75 

Misc  Balance  Sheet  Combina- 

tions Not  Per  SHUR 

95 

80 

0 

28 

0 

90 

STATE 

TEACHING?      UNIFORM  REPORTING?  URBAN? 


REGION 


Yes 

No 

Yes 

No 

Yes 

No 

Northeast 

Southeast 

Midwest 

West 

0 

$  26 

$  32 

$  17 

$  39 

$  16 

$  o 

$  o 

$  24 

$  26 

\j 

O  J 

J  y 

7Q 

J  L 

1 1 

j  i. 

1 1  n 

DO 

n 

330 

J  -J  \J 

f) 

^TO 

AO  ft 

1  "^Q 

1  PA 

1  Or 

n 

\J 

0 

479 

0 

479 

0 

479 

0 

19 

786 

0 

0 

96 

121 

89 

113 

93 

0 

105 

93 

95 

0 

29 

0 

34 

0 

57 

3 

6 

54 

0 

0 

68 

0 

79 

0 

118 

0 

6 

93 

0 

0 

49 

0 

49 

132 

35 

0 

39 

52 

0 

0 

231 

90 

652 

854 

69 

1,317 

190 

630 

90 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

3,589 

4,869 

3,876 

5,230 

5,-921 

3,521 

5,319 

3,193 

6,850 

2,649 

0 

313 

131 

368 

498 

163 

92 

731 

304 

114 

0 

626 

0 

626 

204 

795 

0 

990 

204 

16 

0 

1,916 

0 

1,916 

7,216 

149 

0 

7,216 

198 

50 

0 

40 

0 

40 

20 

48 

0 

15 

61 

25 

0 

402 

0 

402 

0 

402 

0 

122 

1,062 

21 

0 

741 

0 

741 

3,311 

227 

0 

980 

505 

21 

0 

492 

15 

970 

492 

0 

0 

970 

0 

15 

0 

54 

49 

58 

58 

45 

0 

85 

45 

49 

0 

146 

8 

186 

181 

77 

308 

228 

77 

8 

527 

796 

491 

956 

1,067 

76 

4,001 

281 

445 

491 

7 

1,096 

0 

878 

1,435 

507 

7 

2,175 

16 

0 

152 

67 

7 

109 

80 

95 

122 

27 

136 

7 

67 


TABLE  6 


AVERAGES  OF  COST  ESTIMATES  FOR  OPTION  ONE  -  RECLASSIFICATION  OPTION  - 
BY  INCOMPATIBILITY  AND  HOSPITAL  CATEGORY 


NUMBER  OF  ADMISSIONS  TYPE  OF  CONTROL 


Investor   Nonprofit 


Incompatibility                              Under  4000 

Over 

4000 

Owned 

Mu  n  i  c  i  o  a  1 

Di  s  tr ic  t 

Other 

i  \j 

DiOOO    a    DIG    OCOiL  tig    ±I1C  111 

PI  i  n  T  a h 

yj.  J  / 

$ 

290 

$  109 

$  0 

$  0 

$  266 

77 

alb  t     r  Lillt  L  1  UUal     uub  L  vcULCIO 

v_<<jmu  l  tic  u 

1  77 

Lit 

169 

154 

55 

229 

174 

7R 

msc  oUris  inol  acc uiau i a c e a 

99 

767 

605 

160 

2,269 

530 

7Q 

Misc  Rev  Accounts 

Not  Maintained 

OJ 

156 

o 

15 

o 

148 

OU 

Misc  Expense  Accounts 

iiOL  aaluCalTlcQ 

9ft 

756 

6 

34 

12 

756 

fli 

uep  a  Rene  /  Lease  on  equip 

woi.   in  runcL  uost.  i/cnier 

1  A.? 

373 

281 

64 

1 15 

417 

ft? 

licU      OUUU     vVcL  llLdu     l\  V  L      J.  LI 

Central  Services 

177 

20 

0 

175 

22 

125 

85 

Fair  Market  Value  of  Blood 

Not  Recorded 

1 

200 

0 

92 

0 

140 

87 

Payroll  Does  Not  Have  Natural 

Exp  Class 

441 

1 

,148 

650 

701 

1,209 

1,266 

88 

Natural  Class  of  Expenses 

Not  Maintained 

100 

1 

,754 

47 

105 

61 

2,443 

90 

Related  Organization  is  Not 

According  to  SHUR 

0 

307 

307 

0 

0 

0 

91 

Misc  Statistics  Not  Accumulated 

993 

305 

79 

6 

0 

655 

96 

Miscellaneous  Costs 

0 

733 

0 

0 

0 

733 

98 

Plant  Asset  Ledger  by  Cost 

Center  Not  Maintained 

460 

1 

,372 

1,372 

0 

0 

460 

99 

Med  Supp  &  Drugs  Sold  Not 

Handled  Per  SHUR 

0 

4 

,500 

4,500 

0 

0 

0 

STATE 

TEACHING?      UNIFORM  REPORTING?  URBAN? 


REGION 


Yes 

No 

Yes 

No 

Yes 

No 

Northeast 

Southeast 

Midwest 

West 

0 

$  213 

$93 

$  333 

$  242 

$156 

$  o 

$  119 

$  440 

$93 

682 

133 

13 

195 

207 

130 

231 

190 

161 

13 

J'UZ 

i  i 
1 1 

/i 

ou 

OOJ 

1  Q 

1  ,  l^y 

1 1 

75 

IOC 

135 

0 

1  O  L. 

136 

1  O  1 

181 

7  1 

45 

O  "7  C 

375 

91 

U 

842 

452 

3 

566 

756 

28 

842 

631 

198 

3 

10 

305 

0 

278 

382 

172 

447 

78 

530 

0 

n 

0 

124 

1 8 

146 

i  / 

14 

235 

2 

185 

179 

18 

0 

120 

0 

151 

151 

0 

1 

181 

210 

0 

925 

999 

0 

991 

1,113 

14 

1,333 

956 

1,213 

0 

3,797 

181 

0 

1,386 

2,036 

87 

2,974 

145 

0 

0 

0 

307 

0 

307 

307 

0 

0 

24 

590 

0 

1,161 

399 

0 

516 

382 

673 

598 

6 

540 

0 

0 

733 

0 

733 

0 

733 

733 

0 

0 

0 

0 

916 

0 

916 

1,372 

460 

0 

1,372 

460 

0 

0 

4,500 

0 

4,500 

4,500 

0 

0 

4,500 

0 

0 
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H.     SUMMARY  OF  OPTION  1  COST  ESTIMATES  BY  HOSPITAL  CATEGORY  AND  METHOD  OF 
RESOLUTION 

Table  7  shows  Option  1  costs  distributed  by  type  of  hospital  and  method  of 
reclassification.     Table  7  demonstrates  the  cost  impact  of  the  different 
Option  1  approaches,  simple  reclassification  and  reclassification  with  study, 
by  the  various  hospital  categories. 

The  observations  made  for  Table  3  apply  here,  particularly  in  regard  to  the 
high  average  total  Option  1  costs  for  hospitals  categorized  as  southeast, 
urban,  Group  5  bed  size,  over  4,000  admissions,  university-affiliated, 
organized  as  a  district  hospital  and  in  a  state  without  uniform  reporting.  In 
addition,  the  reader  can  see  that  this  is  due  to  the  impact  of 
reclassification  with  study  rather  than  simple  reclassification. 

Because  of  the  importance  of  reclassification  with  study  to  the  Option  1 
estimates,  further  data  are  provided  relative  to  the  one-time  versus  ongoing 
nature  of  these  costs.     The  one-time  costs  were  required  for  such  activities 
as:     analyzing  and  designing  the  special  study;  2)  training  staff  (also  found 
in  the  ongoing  costs);  3)  purchasing  special  equipment  and  supplies;  and  4) 
the  systems  analysis,  programming  and  testing  of  special  data  programs  which 
process  the  special  study  data  more  efficiently  than  a  manual  approach  would. 

It  is  important  to  note  that  our  field  data  collection  instruments  and 
methodology  did  not  specifically  provide  for  the  separation  and  recording  of 
one-time  and  ongoing  estimates  for  reclassifications  with  study  in  all  cases. 
However,  our  field  analysts  did  make  these  separate  estimates  where  possible 
and  were  able  to  do  so  for  83  percent  of  the  total  dollars  estimated  for 
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TABLE  7 


SUMMARY  OF  OPTION  ONE  COSTS  BY  HOSPITAL  CATEGORY 
AND  METHOD  OF  RESOLUTION 


Number  of  RESOLUTION  VIA  SIMPLE  RECLASS 

Hospitals  in   Costs  

Hospital  Category  Category  Low  High  Average 


R  o  ex  i  rvn  •               t~       .a  of 

KJll  •          ll4Ji.  L.  lit.  Cl  O  L. 

12 

$  0 

$s  so? 

"5  fsL"\ 

Southeast 

10 

26 

562 

233 

Midwest 

14 

68 

9,898 

1,099 

West 

8 

12 

522 

232 

Geoeranhic  Settim?:  Urban 

23 

0 

9 ,898 

892 

Rural 

21 

0 

954 

322 

Bed  Size;     Group  1 

10 

12 

899 

279 

Group  2 

9 

0 

559 

292 

Group  3 

9 

0 

9,898 

1,312 

Group  4 

7 

0 

577 

217 

Group  5 

9 

0 

5,502 

948 

Admissions:     Under  4000 

19 

0 

899 

261 

Over  4000 

25 

0 

9,898 

893 

Control:  Investor-Owned 

5 

0 

228 

77 

Nonprofit  -  Municipal 

8 

50 

899 

244 

Nonprofit  -  District 

4 

12 

562 

374 

Nonprofit  -  Other 

27 

0 

9,898 

868 

State  Uniform  Reporting:  Yes 

14 

0 

522 

141 

No 

30 

10 

9,898 

843 

University:  Yes 

4 

0 

5,502 

1,878 

No 

40 

0 

9,898 

494 

RESOLUTION  VIA  RECLASS  WITH  STUDY 


Costs 

Low 

High 

Average 

U 

too  ICQ 

?J2 ,  75o 

9   7 , 010 

2,988 

53,519 

16,202 

752 

46,400 

14,035 

1 1 ,  00  J 

o  con 

3 ,  5oy 

0 

53,519 

14,932 

0 

28,657 

6,436 

752 

28, 657 

8, 687 

0 

6,377 

2,941 

0 

19,213 

6,251 

0 

50,446 

1 8, 678 

0 

53,519 

19,806 

0 

28,657 

5,978 

0 

53,519 

14,601 

1,279 

50,446 

15,897 

1,141 

28,657 

8,137 

1,504 

16,471 

7,475 

0 

53,519 

11,264 

0 

17,500 

3,244 

150 

53,519 

14,440 

0 

24,030 

12,259 

0 

53,519 

10,740 

OPTION 

ONE  TOTAL 

COSTS 

Low 

High 

Average 

0 

$33,335 

$  8,259 

3,038 

53,545 

16,435 

1 , 057 

/  £.  ISO 

46 , 468 

15 , 134 

1,271 

12,359 

3,821 

0 

53, 545 

15,824 

0 

28,786 

6,759 

1,057 

28,786 

8,966 

240 

6,872 

3,233 

0 

19,309 

7,563 

0 

50,674 

18,895 

0 

53,545 

20,754 

0 

28,786 

6  ,239 

0 

53,545 

15,494 

1,301 

50,674 

15,973 

1,388 

28,786 

8,382 

1,516 

16,896 

7,850 

0 

53,545 

12,133 

0 

17,500 

3,385 

1,057 

53,545 

15,283 

0 

29,532 

14,137 

0 

53,545 

11,234 
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reclassification  with  study.     Twenty-eight  percent  of  these  dollars  were  for 
one-time  costs  and  72  percent  for  ongoing  costs.     Assuming  the  28/72  percent 
relationship  is  the  same  for  the  remaining  17  percent,  then  $134,012  would  be 
one-time  and  $344,603  would  be  ongoing. 

The  effect  of  the  one-time  versus  ongoing  elements  of  the  reclassification 
with  study  approach  is  shown  in  Schedule  9. 

Schedule  9:     Impact  of  One-time  Versus  Ongoing  Estimates  of 
Reclassification  with  Study  for  Option  1 

Simple  Reclass 

Reclass  With  Study  Total 

Option  1  Totals  $27,278  $478,615  $505,893 

One-time  (28%)  N/A  (   134,012)        (  134,012) 

Ongoing  Costs 

For  Option  1  $27,278  $344,603  $371,881 

As  can  be  seen,  first  year  costs  obviously  remain  the  same,  but  costs  in 
subsequent  years  would  be  reduced  to  the  extent  that  existing  approaches  to 
special  studies  are  followed  for  the  associated  incompatibilities. 

I.     SUMMARY  OF  OPTION  2  SYSTEM  CONVERSION  COST  ESTIMATES 

Tables  8,  9,  and  10  summarize  the  system  conversion  costs  by  type  of  system 
and  number  of  hospitals  affected.     It  should  be  noted  that  the  costs  of 
modifying  the  patient  accounting  system  exclude  one  hospital  which  benefitted 
from  a  cost  reduction,  since  its  inclusion  would  have  distorted  the 
estimates.     Such  a  cost  reduction  occurred  in  only  one  hospital  and  affected 
only  the  patient  accounting  system.     These  reduced  costs  were  based  on  outside 
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TABLE  8 


SUMMARY  OF  ONE-TIME  SYSTEM  CONVERSION  COSTS  BY  TYPE  OF 


SYSTEM 

FOR  STUDY 

HOSPITALS 

Number  of 

ESTIMATED 

COSTS 

Hospitals 

Low 

High 

Average 

1 . 

Payroll 

32 

$  o 

5j>  33,745 

o 

L . 

Professional  Fees 

6 

0 

523 

109 

3. 

Inventory/Supplies  -  Drugs 

2 

0 

1 , 025 

CIO 

513 

4. 

Inventory/Supplies  -  Other 

9 

0 

18,684 

2,893 

5 . 

Depreciation/Fixed  Asset  Control 

17 

0 

11 , 992 

2, 103 

6. 

Maintenance/Work  Order 

17 

0 

6,711 

1 ,409 

7 . 

Rentals 

2 

0 

5 

3 

o 

8. 

Long-term  Debt 

0 

0 

0 

0 

9 . 

Purchasing/Accts  Payable 

9 

50 

3 , 738 

i    1 1 1 
1,11/ 

10. 

Patient  Accounting 

14 

0 

8, 154 

2  ,085 

11. 

Statistics  and  SUMs 

33 

0 

10,678 

1,654 

12. 

General  Ledger 

31 

0 

47,119 

5,757 

13. 

Cost  Report 

1 

95 

95 

95 

14. 

Other 

11 

0 

12,000 

2,273 

99. 

SHUR  Report 

40 

0 

16,859 

614 
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TABLE  9 


SUMMARY  OF  ONGOING  SYSTEM  CONVERSION  COSTS  BY  TYPE  OF 
SYSTEM  FOR  STUDY  HOSPITALS 


iNumuer  or 

kjUo  1  o 

Hospitals 

Low 

High 

Average 

1.  Payroll 

32 

$  o 

$  44,940 

$  8,018 

2.  Professional  Fees 

6 

0 

2,088 

389 

3.  Inventory /Supplies  -  Drugs 

2 

297 

744 

520 

4.  Inventory/Supplies  -  Other 

9 

0 

20,498 

6,467 

5.  Depreciation/Fixed  Asset  Control 

17 

0 

3,724 

636 

6.  Maintenance/Work  Order 

17 

10 

28,600 

4,075 

7.  Rentals 

2 

80 

84 

82 

8.  Long-term  Debt 

0 

0 

0 

0 

9.  Purchasing/Accts  Payable 

9 

0 

4,172 

1,287 

10.  Patient  Accounting 

\  14 

0 

*  4,582 

805 

11.  Statistics  and  SUMs 

33 

89 

57,270 

7,855 

12.  General  Ledger 

31 

0 

55,126 

3,407 

13.  Cost  Report 

1 

0 

0 

0 

14.  Other 

11 

0 

9,336 

1,943 

99.  SHUR  Report 

40 

0 

31,864 

4,297 

*This  figure  excludes  hospital  number 
negative  cost  estimate  of  $21,603. 

40  because 

of  the 

significant 
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TABLE  10 


SUMMARY  OF  FIRST  YEAR  SYSTEM  CONVERSION  COSTS  BY  TYPE  OF 
SYSTEM  FOR  STUDY  HOSPITALS 


Number  of 

17  C  T  T  M  A  TlTTl 

lib  1  lrLA.lE.JU 

Hospitals 

Low 

High 

Average 

1. 

Payroll 

32 

$  5 

$  64,730 

$12,346 

2. 

Professional  Fees 

6 

0 

2,088 

498 

3. 

Inventory/Supplies  -  Drugs 

2 

297 

1,769 

1,033 

4. 

Inventory/Supplies  -  Other 

9 

0 

22,411 

9,360 

5. 

Depreciation/Fixed  Asset  Control 

17 

0 

15,716 

2,739 

6. 

Maintenance/Work  Order 

17 

14 

35,311 

5,484 

7. 

Rentals 

2 

80 

89 

85 

8. 

Long-term  Debt 

0 

0 

0 

0 

9. 

Purchasing/Accts  Payable 

9 

60 

7,910 

2,404 

10. 

Patient  Accounting 

13* 

40* 

8,154 

2,980 

11 . 

Statistics  and  SUMs 

33 

101 

59, 646 

9, 509 

12. 

General  Ledger 

32 

0 

62,200 

9,164 

13. 

Cost  Report 

1 

95 

95 

95 

14. 

Other 

11 

0 

15,600 

4,216 

99. 

SHUR  Report 

40 

0 

29,033 

4,911 

*This  figure  excludes  hospital  number 

40  because 

of  the 

significant 

negative  cost  estimate  of  $21,603. 
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EDP  vendor  estimates  who  could  provide  more  services  for  less  costs  than 
previously  provided.     In  addition,  the  Option  2  cost  for  hospital  number  42 
has  not  been  completed,  as  previously  noted,  and  the  total  number  of  study 
hospitals  in  these  and  the  remaining  Tables  is  43. 

Table  8  identifies  the  one-time  system  conversion  costs  and  number  of 
hospitals  modifying  each  system,  and  the  estimated  costs  (low,  high  and 
average)  for  each  of  the  15  system  types.     One-time  costs  include  the  expenses 
of  start-up,  education,  design,  implementation,  etc.,  of  the  modifications  and 
occur  only  once  for  each  system.     For  study  purposes,  these  were  assumed  to 
occur  in  the  first  year,  even  though  this  may  not  be  so  in  all  cases. 
Nonetheless,  they  are  one-time  in  nature. 

The  predominant  changes  occurred  in  the  payroll,  statistics  and  SUMs ,  general 
ledger  and  SHUR  report  systems.     The  average  cost  of  developing  a  SHUR  report 
system  affected  the  largest  number  of  hospitals,  but  was  among  the  lowest 
average  cost.     As  expected,  the  modification  of  the  general  ledger  system 
resulted  in  the  highest  average  cost;  and  the  second  highest  was  the 
modification  of  the  payroll  system. 

Table  9  identifies  the  ongoing  system  conversion  costs,  number  of  hospitals 
modifying  each  system  and  the  estimated  costs  (low,  high  and  average)  for  each 
of  the  15  system  types.     Ongoing  costs  include  the  input,  processing  and 
output  expenses  of  each  modified  system  and  occur,  of  course,  on  an 
operational  basis  during  the  year. 
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The  predominant  changes  occurred  in  the  payroll,  statistics  and  SUMs,  general 
ledger  and  SHUR  report  systems,  with  the  highest  average  being  payroll, 
closely  followed  by  statistics  and  SUMs.     The  average  ongoing  costs  of  the 
inventory/supplies  -  other  system  were  third  highest  even  though  only  nine 
hospitals  had  changes  to  this  system. 

Table  10  identifies  the  first  year  system  conversion  costs,  the  sum  of  the 
one-time  and  ongoing  costs,  and  shows  the  number  of  hospitals  and  the 
estimated  costs  (low,  high  and  average)  for  each  of  the  15  system  types. 

As  with  Tables  8  and  9,  the  predominant  changes  occurred  in  the  patient 
accounting,  statistics  and  SUMs,  general  ledger  and  SHUR  report  systems,  the 
highest  average  costs  being  payroll,  closely  followed  by  statistics  and  SUMs 
and  general  ledger.     Although  modifications  to  the  inventory/supplies  -  other 
system  affected  only  nine  hospitals,  the  average  costs  were  third  highest,  due 
to  the  high  ongoing  average  costs  as  shown  in  Table  9. 

J.     FREQUENCY  OF  FIRST  YEAR  SYSTEM  CHANGES  UNDER  OPTION  2 

Table  11  summarizes  the  frequency  of  first  year  systems  conversions  by  the 
hospitals  within  four  types  of  present  systems  configurations.    With  the 
exception  of  the  SHUR  report  system,  which  affected  40  hospitals,  the  highest 
number  of  changes  occurred  in  the  statistics  and  SUMs,  payroll  and  general 
ledger  systems. 

Again,  it  should  be  noted  that  the  costs  of  modifying  the  patient  accounting 
system  exclude  one  hospital  which  benefitted  from  a  cost  reduction,  since  its 
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TABLE  11 


FREQUENCY  OF  FIRST  YEAR  SYSTEMS  CHANGES 
BY  SYSTEM  AND  SYSTEM  CONFIGURATION 


PRESENT  SYSTEMS  CONFIGURATION 


EDP? 

In-House 
Computer? 

Shared 

System? 

Vendor 
Supplied? 

System 

Yes 

No 

Yes 

No 

Yes 

No 

Yes 

No 

1.  Payroll 

27 

5 

11 

21 

5 

27 

11 

21 

2.  Professional  Fees 

0 

6 

0 

6 

0 

6 

0 

6 

3.  Inventory /Supplies 
-  Drugs 

0 

2 

0 

2 

0 

2 

0 

2 

4.  Inventory /Supplies 
-  Other 

3 

6 

2 

7 

1 

8 

0 

ft 

9 

* 

5.  Depreciation/Fixed 
Asset  Control 

8 

9 

3 

i  /. 

3 

14 

c 
J 

1  o 
1  2 

6.  Maintenance/Work 
Order 

1 

16 

1 

16 

0 

17 

0 

17 

7.  Rentals 

0 

2 

0 

2 

0 

2 

0 

2 

8.  Long-term  Debt 

0 

0 

0 

0 

0 

0 

0 

0 

9.  Purchasing/Accts 
Payable 

3 

6 

0 

9 

1 

8 

3 

6 

10.  Patient  Accounting 

*9 

4 

4 

*9 

1 

*12 

*4 

9 

11.  Statistics  and  SUMs 

5 

28 

4 

29 

2 

31 

0 

33 

12.  General  Ledger 

24 

8 

13 

19 

4 

28 

8 

24 

13.  Cost  Report 

1 

0 

0 

1 

1 

0 

0 

1 

14.  Other 

7 

4 

3 

8 

2 

9 

2 

9 

99.  SHUR  Report 

0 

40 

0 

40 

0 

40 

0 

40 

*      This  figure  excludes 

hospital 

number 

40. 
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inclusion  would  have  distorted  the  estimates  in  these  tables.     Such  a  cost 
reduction  occurred  in  only  one  hospital  and  affected  only  the  patient 
accounting  system. 

K.     AVERAGE  FIRST  YEAR  COSTS  FOR  OPTION  2  SYSTEM  CHANGES  BY  CONFIGURATION 
Table  12  summarizes  the  average  costs  of  the  first  year  systems  conversions  by 
the  type  of  present  systems  configuration  in  the  study  hospitals.  Pertinent 
observations  are  summarized  below  for  the  systems  where  the  major  costs  were 
incurred . 

1 .  Payroll 

Whether  EDP  or  not,  the  one-time  payroll  costs  were  largely  the  same, 
although  vendor-supplied  and  shared  systems  costs  were  substantially 
lower.     In-house  computer  costs  were  higher  than  vendor  or  other  shared 
systems.     This  may  be  due  to  the  ability  of  the  latter  two  to  spread  their 
one-time  costs  over  a  number  of  users. 

2.  Inventory/Supplies  -  Other 

For  this  system,  the  EDP  costs  were  considerably  higher,  as  were  the 
in-house  computer  and  non-shared  system  costs. 

3.  Statistics  and  SUM's 

Here  the  EDP  costs  were  much  lower  than  those  for  a  manual  system;  the 
in-house  computer  costs  were  somewhat  lower,  while  the  shared  system  costs 
were  considerably  lower. 
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TABLE  12 


AVERAGE  FIRST  YEAR  COSTS  OF  SYSTEMS  CONVERSIONS 
BY  SYSTEM  AND  SYSTEM'S  CONFIGURATION 


EDP? 

In-House 
Computer? 

Shared 

System? 

Vendor 
Supplied? 

System 

Yes 

No 

Yes 

No 

Yes 

No 

Yes 

No 

1.  Payroll 

$12,543 

$11,284 

$22,025 

$  7,277 

$  6,343 

$13,458 

$  5,879 

$15,734 

2.  Professional  Fees 

0 

498 

0 

498 

0 

498 

0 

498 

3.  Inventory/Supplies 
-  Drugs 

0 

1,033 

0 

1,033 

0 

1,033 

0 

1,033 

4.  Inventory/ 

Supplies  -  Other 

12,769 

7,655 

18,554 

6,733 

1,200 

10,379 

0 

9,359 

5.  Depreciation/Fixed 
Asset  Control 

2,259 

3,165 

3,268 

2,626 

1,040 

3,103 

1,382 

3,304 

6.  Maintenance/Work 
Order 

3,783 

5,590 

3,783 

5,590 

0 

5,484 

0 

5,484 

7.  Rentals 

0 

85 

0 

85 

0 

85 

0 

85 

8.  Long-term  Debt 

0 

0 

0 

0 

0 

0 

0 

0 

9.  Purchasing/Accts 
Payable 

406 

3,404 

0 

2,404 

485 

2,644 

780 

3,216 

10.  Patient  Accounting 

*2,793 

3,401 

2,734 

*3,089 

2,815 

*2,994 

*2,846 

3,039 

11.  Statistics  and  SUM* 

s  4,144 

10,467 

7,110 

9,856 

1,232 

10,043 

0 

9,509 

lz.  General  Ledger 

11,386 

1,354 

13,923 

5,426 

11,199 

8,546 

6,042 

9,823 

13.  Cost  Report 

95 

0 

0 

95 

95 

0 

0 

95 

14.  Other 

5,468 

2,026 

6,132 

3,498 

249 

5,098 

9,692 

3,000 

99.  SHUR  Report 

0 

4,911 

0 

4,911 

0 

4,911 

0 

4,911 

*  This  figure  excludes 
negative  cost  estimate 

hospital 
of  $21, 

number 
603. 

40  because 

of  the 

significant 
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4.     General  Ledger 

The  EDP  costs  were  far  higher  for  this  sytem,  as  were  the  in-house 
computer  costs.     The  shared  system  and  vendor-supplied  costs  were  somewhat 
lower . 

L.     FREQUENCY  AND  PERCENT  OF  FIRST  YEAR  SYSTEM  CHANGES  FOR  OPTION  2  BY 
HOSPITAL  CATEGORY 

Table  13  summarizes  the  frequency  and  percent  of  first  year  systems 
conversions  within  the  six  hospital  categories.     The  most  significant  factor 
here  is  that  the  hospitals  in  states  with  an  established  uniform  reporting 
system  required  far  fewer  systems  modifications  than  those  in  other  states. 
This  is  also  seen  when  examining  the  region  category  where  the  hospitals  in 
the  western  states  required  the  fewest  systems  changes.     This  is  due,  of 
course,  to  the  California  hospitals  which  report  under  a  SHUR-like  uniform 
reporting  system.     It  should  be  noted  that  the  costs  of  modifying  the  patient 
accounting  system  exclude  one  hospital  which  benefitted  from  a  cost  reduction, 
since  its  inclusion  would  have  distorted  the  estimates.     Such  a  cost  reduction 
occurred  in  only  one  hospital  and  affected  only  the  patient  accounting 
system. 

M.     AVERAGE  FIRST  YEAR  SYSTEMS  COSTS  BY  HOSPITAL  CATEGORY  FOR  OPTION  2 
Table  14  summarizes  the  average  costs  for  the  first  year  systems  conversions 
within  the  six  basic  hospital  categories.    With  the  exception  of  the 
purchasing/accounts  payable  system,  all  hospitals  with  over  4,000  admissions 
incurred  higher  costs  than  those  with  fewer  than  4,000.     Again,  the  payroll 
system  costs  were  the  highest,  followed  by  inventory/supplies  -  other. 
Statistics  and  SUMs  and  general  ledger,  "with  the  exception  of  patient 
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TABLE  13 


FREQUENCY  OF  FIRST  YEAR  SYSTEMS  CHANGES 
BY  SYSTEM  AND  HOSPITAL  CATEGORY 


\TTrkfD  T7T3  Ar 

ADrllbbiUNo 

1 Y  rfci 

OF 

CONTROL 

Investor 

Nonprofit 

System 

Under  4000 

Over  4000 

Owned 

Municip 

al 

District 

Other 

1. 

Payroll 

1  (\ 
84% 

64% 

j 

83% 

7 

88% 

/, 

100% 

1  D 

62% 

2o 

Professional  Fees 

o 
J 

16% 

12% 

i 
l 

17% 

i 
i 

13% 

1 

25% 

12% 

3. 

Inventory/Supplies  - 
Drugs 

2 

11% 

2 

25% 

4. 

Inventory/Supplies  - 
ut  tier 

c 

J 

26% 

16% 

17% 

z 

25% 

2 

50% 

/. 

15% 

5. 

Depreciation/Fixed 
Asset  oontroi 

8 

42% 

g 

36% 

3 

50% 

50% 

3 

75% 

-j 

27% 

6. 

Maintenance /Work 
Order 

8 

42% 

9 

36% 

2 

33% 

5 

63% 

3 

75% 

7 

in 

7. 

Rentals 

2 

11% 

- 

— 

1 

13% 

1 

25% 

— 

8,. 

Long-term  Debt 

9. 

Purchasing/Ace ts 
Payable 

l 

37% 

Z 
8% 

i 

17% 

o 
J 

38% 

i 
1 

25% 

15% 

10. 

Patient  Accounting 

32% 

-j 

28% 

17% 

o 
Z 

25% 

i 
1 

25% 

35% 

1 1 

Statistics  and  SUMs 

1  c 

1  J 

79% 

1  A 
1  O 

72% 

3 

83% 

D 

75% 

100% 

1  ft 
69% 

12. 

General  Ledger 

1  7 
89% 

1  J 

60% 

67 

Q 

O 

100% 

4 

100% 

i  f\ 

1  o 
62% 

13. 

Cost  Report 

1 
5% 

1 

4% 

14. 

Other 

4 
21% 

7 

28% 

1 

17% 

3 

38% 

0 

7 

27% 

99. 

SHUR  Report 

19 
100% 

21 

84% 

6 

100% 

8 

100% 

4 

100% 

22 
85% 

The 
of 

first  number  in  each 
all  hospitals  in  the 

cell  is  the  number  of  hospitals, 
specific  category. 

The  second 

is  the 

percent 

*This  figure  excludes  hospital  number  40. 


TEACHING 


STATE 

UNIFORM  REPORTING?  URBAN? 


REGION 


Yes 
3 

60% 


No 

29 
74% 


Yes 

4 

29% 


No 
28 
93% 


Yes 
15 
65% 


No 

17 
81% 


Northeast      Southeast      Midwest  West 


5 

36% 


9 

100% 


13 
100% 


5 

63% 


6 

15% 

2 
5% 


0 


6 

20% 

2 
7% 


3 

13% 


3 

14% 
2 

10% 


3 

33% 
1 

11% 


3 

23% 

'1 
8% 


0 


1 

20% 


8 

21% 


9 

30% 


3 

13% 


6 

29% 


2 

14% 


5 

56% 


2 

15% 


17 
44% 


17 
57% 


8 

35% 


9 

43% 


1 
7% 


9 

100% 


7 

54% 


1 

20% 


16 
41% 


17 
57% 


8 

35% 


9 

43% 


4 

29% 


8 

89% 


5 

38% 


2 
5% 


2 
7% 


1 

4% 


1 

5% 


1 

7% 


1 

11% 


9 

23% 


0 
1 

7% 


0 
8 

27% 


1 

4% 


8 

38% 


1 

7% 


2 

22% 


4 
31% 


0 
2 

25% 


1 

20% 


*  12 
31% 


3 

64% 


*  10 

33% 


6 

26% 


*7 
33% 


2 

14% 


3 

33% 


*  5 
38% 


3 

38% 


3 

60% 


30 
77% 


6 

43% 


27 
90% 


16 
70% 


17 

81% 


6 

43% 


8 

89% 


12 
92% 


7 

88% 


2 

40% 


30 
77% 


6 

43% 


26 
87% 


15 
65% 


17 
81% 


4 

29% 


9 

100% 


12 
92% 


7 

88% 


1 

3% 


0 


1 

3% 


1 

5% 


8% 


2 

40% 


9 

23% 


1 

14% 


10 

30% 


7 

30% 


4 

19% 


3 

21% 


3 

33% 


4 

31% 


1 

13% 


4 

80% 


36 
92% 


10 
71% 


30 
100% 


19  21 
83%  100% 


11 

79% 


9 

100% 


13  7 
100%  88% 
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TABLE  14 


AVERAGE  FIRST  YEAR  SYSTEMS  COSTS 
BY  SYSTEM  AND  HOSPITAL  CATEGORY 


NUMBER  OF 

ADMISSIONS 

TYPE  OF 

CONTROL 

Under 

Over 

Investor 

Nonprofit 

System 

4000 

4000 

Owned 

nu  im,  x  p  <x  x 

X/XS  L.  X  XL.  L 

Other 

1 

t  ct  y  x  li  x  x 

$ 

5,465 

$19,228 

$14,509 

$  3,052 

$13,243 

$15,513 

2 

Prrtf P  QQl  nnal  Uppc 

780 

215 

15 

0 

253 

906 

Tnvpntorv/  Sudd  1  i  e*3  — 
Drugs 

1,033 

0 

0 

1 ,033 

o 

0 

4 . 

Inventory/Supplies  — 
Other 

2,920 

17,409 

1,200 

5  ,410 

8 ,725 

13,691 

5. 

Depreciation/Fixed 
Asset  Control 

1,411 

3,919 

5,978 

1,516 

2,910 

1,976 

6 . 

Maintenance /Work 
Order 

554 

9,866 

1,744 

1 ,857 

14,003 

5,492 

7, 

Rentals 

85 

0 

0 

80 

89 

0 

8, 

Long-term  Debt 

0 

0 

0 

0 

0 

0 

9. 

Purchasing/Accts 
Payable 

2,987 

366 

92 

3,477 

5,118 

1,500 

10. 

Patient  Accounting 

* 

2,848 

3,093 

3,088 

4,240 

40 

*  3,014 

11. 

Statistics  and  SUMs 

2,744 

15, 147 

4,370 

2,982 

9,689 

13, 073 

12. 

General  Ledger 

2,276 

16,360 

13,288 

1,869 

16,978 

9,255 

13. 

Cost  Report 

95 

0 

0 

0 

0 

95 

14. 

Other 

1, 121 

5,985 

0 

1,987 

0 

5,774 

99. 

SHUR  Report 

3,001 

6,638 

5,391 

4,492 

1 ,168 

5,613 

*This  figure  excludes  hospital  number  40  because  of  the  significant 
negative  cost  estimate  of  $21,603. 


STATE 

TEACHING?        UNIFORM  REPORTING?  URBAN? 


REGION 


Yes 

No 

Yes 

No 

Yes 

No 

Northeast 

Southeast 

Midwest 

West 

!25,753 

$10,959 

$  316 

$14,065 

$17,970 

$ 

T 

7,384 

$  19,958 

$16,603 

$11,085 

$  354 

0 

498 

0 

498 

215 

780 

0 

114 

882 

0 

0 

1,033 

0 

1 ,033 

o 

1 ,033 

o 

297 

1 ,769 

o 

22,411 

7,728 

0 

9,359 

17,395 

5,342 

21,034 

6,510 

4,809 

0 

o 

2  ,739 

o 

2  ,739 

3,736 

1 , 853 

2,140 

3  ,380 

2  001 

o 

3,783 

5,590 

0 

5,484 

4,761 

6,127 

6,624 

7,879 

740 

0 

0 

169 

0 

85 

80 

89 

80 

89 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

0 

2,404 

640 

2,625 

640 

2,625 

92 

3,364 

3,317 

7  76 

2,000 

*  3,062 

4,489 

*  2,527 

3,630 

2,423 

1,367 

3,805 

*  2,224 

4,489 

20,230 

8,437 

2,120 

11,151 

13,989 

5,293 

20,184 

11,386 

7,391 

1,847 

19,972 

8,138 

5,084 

9,753 

12,342 

5,822 

22,874 

10,87  7 

5,147 

4,706 

0 

95 

0 

95 

0 

95 

0 

0 

95 

0 

9,692 

3,000 

2,114 

4,427 

5,763 

1,475 

6,652 

1,371 

5,049 

2,114 

5,371 

4,860 

3,644 

5,333 

6,619 

3,365 

5,319 

3,310 

6,850 

2,726 
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accounting  costs  for  all  systems  changes,  are  substantially  lower  in  those 
hospitals  in  states  with  uniform  reporting  systems. 

Urban  hospitals  showed  conversion  costs  which  were  generally  higher  than  those 
in  rural  hospitals.    Due  to  the  presence  of  California  hospitals,  which 
operate  under  a  uniform  reporting  system,  the  costs  for  hospitals  in  the 
western  region  were  considerably  lower  than  for  any  other  region.  Southeast 
and  Midwest  costs  were  quite  close  in  total.     Northeastern  costs  were  the 
highest  of  all  in  almost  all  cases. 

It  should  be  noted  that  the  costs  of  modifying  the  patient  accounting  system 
exclude  one  hospital  which  benefitted  from  a  cost  reduction,  since  its 
inclusion  would  have  distorted  the  estimates.     Such  a  cost  reduction  occurred 
in  only  one  hospital  and  affected  only  the  patient  accounting  system. 
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CHAPTER  IV 


RESULTS  OF  MEDICARE  COST  REPORT  SIMULATION 
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IV.     DETAILED  RESULTS  OF  MEDICARE  COST  REPORT  SIMULATION 
Utilizing  the  reclassifications  required  by  SHUR,  we  simulated  Medicare  Cost 
Reports  for  a  subset  of  the  study  hospitals.    We  then  compared  the  simulated 
cost  reports  with  the  audited  cost  reports  created  by  the  hospitals.     A  numbe 
of  facilities  did  not  have  sufficient  information  to  prepare  the  reclassified 
trail  balance  for  SHUR's  functional  cost  centers  and,  therefore,  cost  reports 
were  not  prepared  for  these  hospitals.     In  order  to  ensure  that  our  results 
reflected  only  the  reimbursement  impact  of  SHUR,  we  replicated  any  errors  or 
mistakes  which  were  made  in  the  hospital's  original  cost  report. 

Exhibit  IV,  following  this  page,  shows  the  effects  on  reimbursement  and  the 
service  areas  affected  by  the  reclassifications  proposed  in  SHUR  for  two 
facility  classes:     1)  over  100  beds;  and  2)  under  100  beds.     The  values  shown 
are  simply  for  these  institutions  and  in  no  way  can  be  construed  as  a  pattern 
for  all  hospitals  in  each  class  of  provider. 
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For  institutions  with  under  100  beds  utilizing  the  combination  method  of  cost 
reimbursement,  the  settlement  for  inpatient  routine  areas  increased  slightly 
with  a  shift  in  the  cost  converter  ratio  for  ancillary  departments.  The 
diluted  effects  of  ratio  changes  are  harder  to  detect  as  a  result  of  combining 
so  many  cost  centers  together  into  a  single  account. 

For  facilities  with  over  100  beds,  the  general  pattern  of  the  proposed  SHUR 
reclassifications  was  for  inpatient  routine  cost  centers'  amounts  to  decline 
and  for  ancillary  cost  centers'  reimbursement  to  increase.     This  is  produced 
from  changes  in  the  cost  charge  ratio  computed  for  ancillary  departments.  One 
factor  that  has  proven  similar  is  that  the  key  is  not  the  amount  of  the  change 
in  the  cost  charge  ratio,  but  the  size  of  the  amount  that  the  ratio  is  applied 
against.     The  fact  that  ancillary  departments  are  broken  into  several 
different  departments  does  not  assure  an  increase  or  decrease  in  charge  ratios 
or  reimbursement.     Each  hospital  seems  to  have  its  own  pattern  of  changes  due 
to  types  of  services  offered  and  patient  mix. 
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INCOMPATIBILITY  DESCRIPTIONS 


No.  Table  Description 


01  SALARIES  NOT  IN  COST  CENTER  WHERE  EMPLOYEE  WORKS 

Salary  cost  is  not  assigned  directly  to  the  functional  cost  centers  in 
which  the  employee  works. 

02  PAYROLL  EMP  BEN  NOT  ALLOCATED  PER  SHUR 

Payroll-related  employee  benefits  are  not  reported  in  the  cost  center  in 
which  the  employee's  compensation  is  reported. 

03  NONPAYROLL  EMP  BEN  NOT  ALLOCATED  PER  SHUR 

Non-payroll-related  employee  benefits  are  not  assigned  directly  to  the 
functional  cost  centers  on  the  basis  of  full-time  equivalents. 

04  COST  OF  MED/SURG  SUPP  NOT  SHOWN  IN  OWN  COST  CENTER 

Cost  of  medical  and  surgical  supplies  for  which  a  separate  charge  is  made 
is  not  reported  at  cost  as  a  cost  of  the  medical  supplies  sold  cost  center. 

05  REV  FROM  SALE  OF  M/S  SUPP  NOT  IN  OWN  REV  CENTER 

Revenue  from  the  sale  of  medical  and  surgical  supplies  for  which  a 
separate  charge  is  made  is  not  reported  in  the  medical  supplies  sold 
revenue  center. 

06  COST  &  REV  RE  SALE  OF  PHARM  NOT  IN  OWN  CENTERS 

Pharmacy-issued  supplies  and  materials  for  which  a  separate  pharmacy 
charge  is  made  are  not  reported  at  cost  as  a  cost  of  the  drugs  sold  cost 
center.     Related  revenues  are  not  reflected  in  drugs  sold  revenue  center. 

07  NONCAP  MA INT /REP  COST  NOT  IN  RECEIVING  COST  CENTER 

Costs  of  noncapitalizable ,  nonroutine  maintenance  and  repairs,  directly 
assignable  to  a  single  cost  center,  are  not  transferred  to  the  cost  center 
receiving  the  service. 

08  PAT  TRANS  COST  NOT  SHOWN  IN  ADMITTING  COST  CENTER 

Costs  incurred  in  transporting  patients  to  daily  hospital  service  areas  at 
time  of  admission  are  not  assigned  to  the  inpatient  admitting  cost  center. 
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09  NURS  INSVC  ED  ADMIN  COST  NOT  IN  NSG  ADMIN  CENTER 

Cost  of  time  spent  by  those  instituting  and  administering  nursing 
inservice  classes  and  activities  is  not  included  in  the  nursing 
administration  cost  center. 

10  RECOVERY  ROOM  COSTS  INC  IN  OPER  ROOM  COST  CENTER 

Costs  of  recovery  room  are  not  reported  in  their  own  cost  center,  but  are 
combined  with  those  of  operating  room. 

11  BLOOD  EXP  &  REV  INC  IN  BLD  STORING  &  PROCESSING 

Cost  of  purchased  blood,  and  revenue  therefrom,  are  included  in  the  blood 
processing  and  storing  cost  center. 

12  PULM  FUNCT  EXP  &  REV  INC  IN  RESP  THER  CENTER 

Costs  and  revenue  of  pulmonary  function  are  included  in  the  respiratory 
therapy  cost  center. 

13  ADMIN  COURT  &  POLICY  DISC  INC  IN  CONT  AD J  OTHER 

Administrative,  cpurtesy  and  policy  discounts  and  adjustments  are  included 
in  the  contractual  adjustments  -  other  account. 

14  OTHER  DED  FROM  REV  INC  IN  CONT  AD J  OTHER 

Other  deductions  from  revenue  are  included  in  contractual  adjustments  - 
other  account. 

15  CAFETERIA  EXP  INCLUDED  IN  DIETARY 

Cafeteria  expenses  are  included  in  dietary  cost  center,  not  reported  in 
their  own  functional  cost  center. 

16  DISPOSABLE  COST  NOT  INCLUDED  IN  LAUNDRY 

Cost  of  disposable  linen  substitutes  is  not  included  in  the  laundry  and 
linen  cost  center. 

17  SOC  SVC  EXP  INCLUDED  IN  HOSP  ADMIN  COST  CENTER 

Social  services  expenses  are  included  in  hospital  administration  cost 
center,  not  reported  in  their  own  functional  cost  center. 

18  SECURITY  EXP  INC  IN  HOUSEKEEPING  COST  CENTER 

Security  expenses  are  included  in  housekeeping  cost  center,  not  reported 
in  their  own  functional  cost  center. 
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19  CENT  SVC  LABOR  COST  INCLUDED  IN  OPERATING  ROOM 

Employees  who  handle  central  supplies  also  work  in  the  operating  room  and 
their  salary  costs  are  reported  in  the  latter  cost  center. 

20  PAT  A/C  ADMTG  &  REG  INCL  IN  HOSP  ADMIN  COST  CENTER 

There  is  no  functional  segregation  between  patient  accounts,  admitting  and 
registration  and  hospital  administration  cost  centers. 

21  PURCH/STORES  EXP  INCL  IN  CENT  SVC  COST  CENTER 

Purchasing  and  stores  expenses  are  included  in  central  services  and 
supplies  cost  center,  not  reported  in  their  own  functional  cost  center. 

22  MED  STAFF  SVCS  NOT  HANDLED  PER  SHUR  REQUIREMENTS 

The  hospital-based  physicians  professional  component  expenses  are  not 
reported  in  the  medical  staff  services  cost  center. 

23  NURS  ADMIN  COSTS  INC  IN  DAILY  HOSP  SERVICE 

Nursing  administration  expenses  are  included  in  daily  hospital  service 
cost  center,  not  reported  in  their  own  functional  cost  center. 

24  OTHER  INSURANCE  COMBINED  WITH  MALPRACTICE  INS 

Insurance  -  Other  expense  is  included  in  Insurance  -  Hospital  and 
Professional  Malpractice. 

25  DISPOSABLE  LINEN  NOT  INC  IN  LAUNDRY  SUM 

Equivalent  weight  of  disposable  linen  substitutes  is  not  included  in  the 
standard  unit  of  measure  for  laundry  and  linen. 

26  SOCIAL  SERVICES  SUM  NOT  MAINTAINED 

The  relative  value  units  for  social  services  are  not  accumulated. 

27  GROSS  SQUARE  FEET  NOT  MEASURED  PER  SHUR 

Gross  square  feet  are  not  measured  in  accordance  with  SHUR  requirements. 

28  SUMS:     CS,  RX,  P  A/C,  H  ADM,  PURCH,  MED  REC,  N  ADM,  INS,  DR 

The  following  standard  units  of  measure  are  not  accumulated  in  accordance 
with  SHUR  requirements:     central  services  and  supply,  pharmacy,  patient 
accounts,  hospital  administration,  purchasing  and  stores,  medical  records, 
nursing  administration,  insurance  and  delivery  room. 
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29  SUMS:     OPERATING  ROOM,  RECOVERY  ROOM,  ANESTH 

The  following  standard  units  of  measure  are  not  accumulated  in  accordance 
with  SHUR  requirements:     operating  room,  recovery  room  and  anesthesia. 

30  SUMS:     LABORATORY  AND  PATHOLOGY 

The  following  standard  units  of  measure  are  not  accumulated  in  accordance 
with  SHUR  requirements:     clinical  laboritory  and  pathology  laboratory. 

31  SUMS:     BLOOD  &  BLOOD  STORING  &  PROCESSING 

The  following  standard  units  of  measure  are  not  accumulated  in  accordance 
with  SHUR  requirements:     blood  and  blood  processing  and  storing. 

32  EKG  SUM  IS  NOT  MAINTAINED 

The  CAP  workload  measurement  units  for  EKG  are  not  accumulated. 

33  SUMS:     RADIOLOGY,  RESP  THER  &  PULM  FUNCTION 

The  following  standard  units  of  measure  are  not  accumulated  in  accordance 
with  SHUR  requirements:     radiology,  respiratory  therapy  and  pulmonary 
function. 

34  CAFETERIA  STATISTIC  IS  NOT  MAINTAINED 

The  cost  allocation  statistic  for  cafeteria  -  hospital  employee  worked 
hours  by  cost  center  -  is  not  maintained. 

35  SOCIAL  SERVICES  STATISTIC  IS  NOT  MAINTAINED 

The  cost  allocation  statistic  for  social  services  -  daily  hospital  and 
ambulatory  services  gross  patient  revenue  by  cost  center  -  is  not 
maintained . 

36  HOUSEKEEPING  STATISTIC  IS  NOT  MAINTAINED 

The  cost  allocation  statistic  for  housekeeping  -  assigned  time  by  cost 
center  -  is  not  maintained. 

37  PHARMACY  STATISTIC  IS  NOT  MAINTAINED 

The  cost  allocation  statistic  for  pharmacy  -  pharmacy  costed  requisitions 
by  cost  center  and  invoice  cost  of  sales  -  is  not  maintained. 
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38  CENTRAL  SERVICE  STAT  IS  NOT  MAINTAINED 

The  cost  allocation  statistic  for  central  services  and  supplies  -  central 
services  costed  requisitions  by  cost  center  and  invoice  cost  of  sales  -  is 
not  maintained. 

39  NURSING  ADMIN  STATISTIC  IS  NOT  MAINTAINED 

The  cost  allocation  statistic  for  nursing  administration  -  nursing  hours 
worked  by  cost  center  -  is  not  maintained. 

40  EDP  COSTS  NOT  ALLOCATED  USING  CPU  TIME 

The  direct  costs  of  operating  an  electronic  data  processing  center  are  not 
transferred  to  the  using  cost  centers  on  the  basis  of  CPU  (central 
processing  unit)  time. 

41  MED  CARE  REVIEW  EXP  INC  IN  HOSP  ADMIN 

Cost  of  Medical  care  review  is  included  in  hospital  administration  cost 
center . 

42  CONVERSION  TO  SHUR  CHART  OF  ACCOUNTS 

Estimate  of  costs  incurred  in  concerting  from  current  to  SHUR  chart  of 
accounts . 

43  COST  OF  PREPARING  SHUR  REPORT 

Estimate  of  costs  incurred  in  preparing  the  SHUR  report. 

44  PHYSICAL  THERAPY  SUM  IS  NOT  MAINTAINED 

The  standard  unit  of  measure  for  physical  therapy  is  not  accumulated. 

45  LAUNDRY  STATISTIC  IS  NOT  MAINTAINED 

The  cost  allocation  statistic  for  laundry  -  pounds  of  dry  and  clean 
laundry  and  linen,  including  equivalent  pounds  of  disposable  linen 
substitutes  by  cost  center  -  is  not  maintained. 

46  NONROUT  MAINT  NONHOSP  PERS  NOT  PER  SHUR 

The  cost  of  nonroutine  maintaince  and  repairs  performed  by  nonhospital 
personnel  is  not  charged  to  the  cost  center  receiving  the  service. 
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47  PAT  TRANS  COST  NOT  TRANSF  TO  ANCILLARY  &  ADMIT 

The  costs  incurred  in  transporting  patients  to  and  from  ancillary 
departments,  and  to  the  daily  hospital  service  areas  at  time  of  admission, 
are  not  transferred  to  those  appropriate  ancillary  cost  centers  and  to  the 
inpatient  admitting  cost  center,  respectively. 

48  DEP  EXP  NOT  BROKEN  DOWN  BET  FIXED  &  MOV  EQUIP 

Equipment  depreciation  expense  is  reported  as  a  whole,  rather  than  between 
fixed  and  movable  equipment. 

49  SOCIAL  SERVICE  COMBINED  WITH  NURSING  ADMIN 

Social  services  expenses  are  included  in  nursing  administration  cost 
center,  not  in  their  own  functional  cost  center. 

50  PURCH  &  STORES  NOT  MAINTAINED  AS  DISCRETE  CENTER 

Purchasing  and  stores  expenses  are  not  reported  in  their  own  functional 
cost  center. 

51  MED  CARE  REV  NOT  MAINTAINED  AS  DISCRETE  CENTER 

Medical  care  review  expenses  are  not  reported  in  their  own  functional  cost 
center . 

52  LAB  SUM  NOT  MAINTAINED 

The  CAP  workload  measurement  units  for  clinical  laboratory  are  not 
accumulated. 

53  RADIOLOGY  SUM  NOT  MAINTAINED 

The  relative  value  units  for  diagnostic  radiology  are  not  accumulated. 

54  PULM  FUNC  SUM  NOT  MAINTAINED 

The  CAP  workload  measurement  units  for  pulmonary  function  are  not 
maintained. 

55  SELF-INSURANCE  NOT  PER  SHUR  REQUIREMENTS 

The  method  of  self-insurance  does  not  conform  with  Medicare  requirements. 
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56  ALL  FINANCE  CHGS  NOT  RECORDED  AS  DEFERRED  COSTS 

Not  all  costs  of  obtaining  debt  financing  are  recorded  as  deferred  costs 
and  amortized  over  the  life  of  the  related  debt. 

57  PHYSICIAN  FEES  INC  IN  BLOOD 

Certain  physician  professional  fees  are  included  in  the  blood  cost  center, 
which  should  contain  cost  of  blood  only. 

58  SOME  I/P  PSYCH  SERVICED  IN  PSYCH  DAY  &  NIGHT 

Some  inpatient  psychiatric  patients  are  serviced  in  the  psychiatric  day 
and  night  care  services  cost  center. 

59  SOME  0/P  ADMISSIONS  PERFORMED  IN  CLINICS  NOT  REG 

Some  outpatients  are  registered  by  the  clinics,  not  by  the  patient 
accounts,  admitting  and  registration  cost  center. 

60  TEMP  HELP  AGENCY  FEES  NOT  REPORTED  IN  HOSP  ADMIN 

Fees  paid  to  temporary  help  agencies  are  not  reported  in  the  hospital 
administration  cost  center. 

61  LEASES  &  RENTALS  NOT  REPORTED  IN  THEIR  OWN  CENTER 

Lease  and  rental  expenses  are  not  reported  in  the  leases  and  rentals  cost 
center . 

62  NURSING  EDUC  STATISTICS  NOT  MAINTAINED 

The  cost  allocation  statistic  for  nursing  education  -  assigned  time  of 
nursing  students  by  cost  center  -  is  not  maintained. 

63  SUMS:     CENTRAL  SERVICES 

The  standard  unit  of  measure  for  central  services  and  supplies  -  number  of 
medical  supplies  and  adjusted  patient  days  -  is  not  accumulated. 

64  SUMS :  PHARMACY 

The  standard  unit  of  measure  for  pharmacy  -  number  of  drugs  and  adjusted 
patient  days  -  is  not  accumulated. 

65  SUMS:     PATIENT  ACCOUNTING 

The  standard  unit  of  measure  for  patient  accounts,  admitting  and 
registration  -  number  of  patient  days  plus  outpatient  visits  -  is  not 
accumulated . 
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66  SUMS:     MEDICAL  RECORDS 

The  standard  unit  of  measure  for  medical  records  -  number  of  inpatient 
discharges  plus  one-eighth  of  total  visits  for  emergency  services,  clinic 
services,  ambulatory  renal  dialysis,  psychiatric  day  and  night  care 
services  and  free-standing  clinic  services  -  is  not  accumulated. 

67  SUMS:     MEDICAL  PHOTOGRAPHY 

The  standard  unit  of  measure  for  medical  photography  and  illustration  - 
number  of  original  prints  rendered  -  is  not  accumulated. 

68  SUMS:     RECOVERY  ROOM 

The  standard  unit  of  measure  for  recovery  room  -  number  of  recovery  room 
minutes  -  is  not  accumulated. 

69  SUMS:  NEUROLOGY 

The  standard  unit  of  measure  for  neurology  -  relative  value  units  -  is  not 
accumulated . 

70  INTERNS  &  RESIDENTS  STATISTICS  NOT  MAINTAINED 

The  cost  allocation  statistic  for  postgraduate  medical  education  - 
assigned  time  of  students  by  cost  center  -  is  not  maintained. 

71  COST  &  REV  FROM  SALE  OF  M/S  SUPP  NOT  IN  OWN  CENTER 

Cost  and  revenue  from  sale  of  medical  and  surgical  supplies  to  patients 
are  not  reported  in  the  medical  supplies  sold  cost  and  revenue  centers, 
respectively. 

72  NONNURS  INSVC  ED  NOT  CHARGED  TO  APPROP  COST  CENTER 

Not  all  expenses  associated  with  nonnursing  inservice  education  activities 
are  reported  in  the  same  functional  cost  centers   to  which  the 
participating  employees'  salaries  are  assigned. 

73  PAT  TRANSP  COST  NOT  SHOWN  IN  APPROP  COST  CENTERS 

Costs  associated  with  transporting  patients  to  and  from  ancillary 
services,  and  to  and  from  daily  hospital  service  areas  at  time  of 
admission  and  discharge,   are  not  assigned  to  the  appropriate  ancillary, 
inpatient  admission  and  daily  hospital  services  functional  cost  centers, 
respectively . 


96 


No.  Table  Description 


74  MISC  DEPRECIATION  COMBINATIONS  NOT  PER  SHUR 

Fixed  assets  and  accumulated  depreciation  thereon  are  not  reported  per 
SHUR  requirements. 

75  MISC  BALANCE  SHEET  COMBINATIONS  NOT  PER  SHUR 

Certain  balance  sheet  accounts  are  not  reported  in  the  detail  required  by 
SHUR. 

76  BLOOD  &  BLD  STORING  INC  IN  CLIN  LAB 

Costs  of  processing,   storing  and  issuing  whole  blood  are  included  in 
clinical  laboratory  cost  center. 

7  7     MISC  FUNCTIONAL  COST  CENTERS  COMBINED 

Some  functional  cost  centers  are  combined  in  hospital  books  and  not 
reported  as  discrete  cost  centers  per  SHUR  requirement. 

78     MISC  SUMS  NOT  ACCUMULATED 

Some  standard  units  of  measure  are  not  accumulated  per  SHUR  requirements. 

7  9     MISC  REV  ACCOUNTS  NOT  MAINTAINED 

Some  other  operating  revenue  accounts  are  not  maintained  per  SHUR 
requirements . 

80  MISC  EXPENSE  ACCOUNTS  NOT  MAINTAINED 

Some  nonpatient  care  related  expense  accounts  are  not  maintained  per  SHUR 
requirements . 

81  DEP  &  RENT/LEASE  ON  EQUIP  NOT  IN  FUNCT  COST  CENTER 

Depreciation  cost  and  rent/lease  on  equipment  utilized  by  a  functional 
cost  center  is  not  directly  assigned  to  that  cost  center. 

8  2     MED  SUPP  OVERHEAD  NOT  IN  CENTRAL  SERVICES 

Overhead  associated  with  the  issuing  of  medical  supplies  is  not  reported 
in  the  central  services  and  supplies  cost  center. 

83     This  number  not  used. 
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84  SALE  OF  SCRAP  NOT  IN  SEP  ACCOUNT 

Proceeds  from  sale  of  scrap  are  not  reported  in  separate  account. 

85  FAIR  MARKET  VALUE  OF  BLOOD  NOT  RECORDED 

Fair  market  value  of  donated  blood  is  not  recorded  per  SHUR  requirements. 

86  BLOOD  TYPING  &  X-MATCHING  NOT  IN  CLIN  LAB 

Expenses  incurred  in  performing  tests  on  blood,  such  as  typing, 
cross-matching,  etc.,  are  included  in  blood  cost  center  not  clinical 
laboratory. 

87  PAYROLL  DOES  NOT  HAVE  NATURAL  EXP  CLASS 

Payroll  system  does  not  generate  the  eleven  natural  classifications  of 
expenses . 

88  NATURAL  CLASS  OF  EXPENSES  NOT  MAINTAINED 

The  eight  major  natural  classifications  of  expenses  are  not  maintained. 

89  This  number  not  used. 

90  RELATED  ORGANIZATION  IS  NOT  ACCORDING  TO  SHUR 

Services  provided  by  a  related  organization  are  not  charged  directly  to 
appropriate  cost  centers  as  billed,  nor  is  management  fee  distributed  to 
functional  cost  centers  in  amounts  relative  to  the  services  received. 

91  MISC  STATISTICS  NOT  ACCUMULATED 

Various  cost  allocation  statistics  are  not  maintained. 

92  DEPRECIATION  POLICY  NOT  PER  SHUR 

Policy  relative  to  amount  of  depreciation  to  be  taken  in  the  year  of 
acquisition  and  disposal  of  depreciable  assets  has  not  been  established. 

93  NO  COST  CENTER  FOR  DIRECT  OVERHEAD  ON  RESEARCH 

A  separate  cost  center  has  not  been  established  in  the  unrestricted  fund 
to  record  the  direct  overhead  of  hospital  research. 
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94  PATIENT  EDUC  COST  NOT  IN  DAILY  HOSPITAL  SERVICE 

Costs  related  to  patient  education  are  recorded  in  a  functional  cost 
center  rather  than  the  appropriate  daily  hospital  services  cost  centers. 

95  SUMS:     OR  &  ANESTHESIA 

The  following  standard  units  of  measure  are  not  accumulated  in  accordance 
with  SHUR  requirements:     operating  room  and  anesthesiology. 

96  MISCELLANEOUS  COSTS 

Various  expenses  are  not  handled  in  accordance  with  SHUR  requirements. 

97  SUMS:     RADIOLOGY  THER 

The  relative  value  units  for  radiology-therapeutic  are  not  accumulated. 

98  PLANT  ASSET  LEDGER  BY  COST  CENTER  NOT  MAINTAINED 

A  plant  asset  ledger  by  cost  center  is  not  maintained. 

99  MED  SUPP  &  DRUGS  SOLD  NOT  HANDLED  PER  SHUR 

Costs  and  revenues  from  sale  of  medical  and  surgical  supplies  and 
pharmacy-issued  supplies  and  materials  are  not  reported  in  the  medical 
supplies  sold  and  drugs  sold  cost  and  revenue  centers  respectively. 
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